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NOMINATION OF CHARLES E. WILSON TO BE 
SECRETARY OF DEFENSE 


FRIDAY, JANUARY 23, 1953 


Un rrep STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
Washington, dD, ci. 

The committee met, pursuant to call, at 10 a. m., in room 212, Sen- 
ate Office Building, Senator Leverett Saltonstall (chairman) pre- 
siding. 

Present: Senators Saltonstall (chairman), Bridges, Smith (of 
Maine), Hendrickson, Case, Duff, Cooper, Russell, Byrd, Johnson, 
Kefauver, Hunt, Stennis, and Symington. 

Also present: Senators Ferguson, Bush, Clements, and Watkins; 
Maj. Gen. Wilton B. Persons, special assistant to the President ; Wil- 
liam Darden, and Verne D. Mudge, of the committee staff. 

Chairman SALTonsraLu. The committee will come to order. 

The Chair at this point would like to insert in the record the formal 
reference of the nomination to this committee. 

69] 


NOMINATION REFERENCE AND REPORT 


IN EXECUTIVE SESSION, 
SENATE OF THE UNITED STATES, 
January 22, 1953. 


The following nomination, under authority of the order of the Senate of 
January 21, 19538, was referred by the Secretary of the Senate to the Committee 
on Armed Services: 


Charles E. Wilson, of Michigan, to be Secretary of Defense. 


There are two questions that the Chair would like to put to the com- 
mittee. The first question is that the Chair has stated at the other 
meeting that any member of the Senate who would like to sit in was 
welcome, and several Senators, including the two from Michigan, 
took advantage of that suggestion. Senator Ferguson is here today. 

General Persons, who is the representative of the President, has 
asked our permission to sit with the committee in closed session. If 
there is no objection, under these circumstances, the Chair would see 
no reason why he should not be present. The Chair would believe 
that a representative of the President on legislative matters would 
not be proper. 

Is there objection from any member of the committee if General 
Persons sits in while Mr. Wilson testifies? If there is, he does not 
want to press the point. 

Senator Casr. Mr. Chairman, does that mean while Mr. Wilson is 
here or when the committee considers the nomination ¢ 
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Chairman SarronsraLy, Strictly while Mr. Wilson is here. 

Senator STennts, I do not want to object, but I do not want to be 
bound asa pre ede} i | assume Mr. Wilsor does not object. 

Mr. Winson. No. As a matter of fact, my preference would have 
been to have the | earing a publ e one. 

Chairman Savronsratn. The Chair knows that. Mr. Wilson sug 
vested that to him vesterday. The Chair has stated to Mr. Wilson 

( hoped ne VW uld not press that point because the other hearings 

( executive session. \s the Chair sees it. in this committee they 

ive lay iVs bee} n executive Session. If we open them for the sec- 

retary of Defense, why should not we open them to every second 

lieutenant? And we have many thousands of military appointments 

ill up t e line to consider in this committee. It has ilway been the 

eustom, so long aS I have bee) in this ommittee, to have them in 
executive session. 

Mr. Witson. Mr. Chairman, I am sure you have good reasons for 
it and it is perfectly all right with me. 

Chairman Sauronsraun. If there is no objection, the Chair will 
permit General Persons to come in. 

Senator Krrauver. Mr. Chairman / 

Chairman SavronstTautu. Senator Kefauver. 

Senator Keravcver. I think we ought to give serious consideration 
to Mr. Wilson’s request that they be open hearings. 

Chairman SALTONSTALL, Senator Kefauver, the record of the first 
hearing with relation to Mr. Wilson has been printed, and as soon as 
these hearings are over this morning, the whole record will be made 
available. The Chair intends to have it delivered in every Senator's 
office just as soon as it is available and made open to the public. 

Senator Krravuver. You mean the hearings today and of the last 
essions also? 

Chairman SALTONSTALL, That is correct, with relation to Mr. Wil 
on, Whose name is the only hame before us. 

Senator Kreravuver. I just brought that up because in this case, and 
sometimes in others, I think the fact the hearing is not open operates 
to the detriment of the person we are considering because there are 
so many rumors back and forth and accounts about what was said. and 
i. lot of confusion inevitably results. 

Chairman SavronsraLL, As the Senator knows, while it is quite 
unusual, sometimes the testimony with relation to a confirmation of 
an officer or the promotion of an officer is of pretty intimate character, 
1d the Chair believes that we should maintain this precedent unless 
the committee feels strongly otherwise in all cases starting right at 
the top. ' 

Senator JoHNnson. In any event, the printed hearings of the pre- 
VIOUS S@SSIONS will be mace available to the public as soon as we con 
clude today ¢ 

Chairman SALTONSTALL. As soon as we conclude today. ves. We 


have three stenographers to keep the ball rolling. 
Mr. Witson. Mr. Chairman, while we are talking about it. I have a 


rt ‘ 


t statement to make, and I would certainly appreciate it if you 
would give me the permission to release my statement promptly after 


Perhaps you can decide it better after vou hear it, but I would 
ippreciate that. because as the Senator poi ted out, people have taken 
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some strong positions over me, I realize recently, partly because they 
didn’t have all the information. 

Chairman SALTONSTALL. Mieht the Chair state this to Mr. Wilson: 
That when the testimony is completed, including any questions, after 
| the questions are over, the Chan will then pul the question to the 
committee as to whether there is any objection to releasing your pre 
pared statement, but the Chair believes it would be fairer and wiser 
to put the question after all the evidence Is In. 

Mr. Witson. I think so. 

Chairman Sauronstaty. Mr. Wilson, we will now be glad to have 


} 


you proceed With any statement you care to make, and if you have 
copies of it, I think it is helpful for each member to have it in front 
OT tilt. 

Mr. Witson. I have enough copies, [ think. I had better keep 
one for myself. I think there are enough. If there are any extra, 


bring them back, 


While they are being distributed, the reason I would like to release 
this is | am going to have to Sit) something to all those reporters, 
and this is what I would like to say, and I don't want to say any 
more until after the Senate finishes the job, whatever it may be. 

Chairman Savronsrauty. The Chair will say that he believes the 
committee will be entirely sympathetic to the problem that Mr. Wil- 
son faces, but he hopes he won't push the question until all the testi 
mony is in. 


Will you proceed, Mr. Wilson. 


STATEMENT OF CHARLES E. WILSON, OF MICHIGAN, NOMINEE TO 
BE SECRETARY OF DEFENSE 


Mr. Winson. Mr. Chairman and members of the committee, I ap 
preciate this opportunity of again appearing before you with refer 
ence to my) designation as secretary of Defense. 
days when the whole free world is faced with such serious 
proble Ss it 1s imperative that the Department ot Defense have the 
inited support of the people of our country. 

Ly order to achieve this objective, i have decided, after carefully 
onsidering the matter, to dispose of all of the Gens ral Motors stock 
which I now own and any which ] am entitled to receive in the future 
under rights which accrue to me on the termination of my employ 
ment. Mr. Kves has authorized me to tell you that he will do the 
same thing. | , 

If, during my term of office, I must deal with any matter of bus 
ess which I] may feel might be the si biect of misut derstanding on 
) Motors Corp., I 
have ber assured of the privilege of discussing the matter fully with 


account of nhhy previous relationship with Genera 
the President of the United States with reference to any action that 
may be taken. 

I regret exceedingly any interpretation that may have been placed 
on my previous testimony not consistent with what I have outlined 
here. For that reason Il am grateful to the members of this commit 
tee for the opportunity of making perfectly clear the full spirit of 
my concept of the responsibility I have been asked to undertake. 

Chairman Savronsraty. Thank you, sir. The Chair will open the 
questioning then and proceed down and across the table as he has done 
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before. The Chair would like to ask perhaps two questions, Mr. 
Wilson. 

The Chair assumes that this means that when you use the word 
“dispose” that means dispose by sale of your stock. 

Mr. Wixson. Not necessarily. I may give some of it away. 

Chairman SauronsraLL. But in other words, you will get it out of 
your possession completely ¢ 

Mr. Wirson. That is right, sir. 

Chairman Sarronsratn. The other question is this: Of course, 
there are other civilians in the Department of Defense that will be 
confirmed from time to time by this committee or who may be the 
subject of confirmation, who may or may not own stock in any cor- 
porations that may do business with the Department of Defense or 
any of the other departments within the Department of Defense. 
Have you thought out that problem ¢ 

Mr. Witson. Yes, sir. The very thing that seemed to require this 
action on my part on account of the great responsibilities and duties 
and authority the Secretary of Defense has by law, given to him 
largely so that he could imple ment and effectuate the unification pol- 
icies of the country, by my interpretation gives me complete authority 
and proper authority to say to anyone in ‘the whole set- up, including 
the Army, Navy, and Air Force, that on that particular thing, “Don’t 
you handle it; we will handle it farther up.” 

Chairman Savronstatu. In other words, where anybody might hold 
some stock in a corporation which might bring him within this section 
434 if he acted himself, you being the top of the Department will see 
that that responsibility is taken away from him and put in the hands 
of somebody higher than he is? 

Mr. Wiuson. That is what I will do, and in all business I know that 
on important matters the buck ought to pass up and not down. 

Chairman SavronsraLu. Thank you, sir. 

Senator Russell ¢ 

Senator Russert, Mr. Chairman, I was unavoidably detained this 
morning, and I will therefore pass my opportunity to ask any ques- 
tions. 

Chairman Satronsta.y. Senator Smith ? 

Senator Smiru. Mr. Chairman, I would like to pass at this moment. 

Chairman SavronstauuL. Senator Byrd ¢ 

Senator Byrp. Mr. Wilson, you say you have not decided whether 
you will sell or give your stock away ¢ 

Mr. Wirson. No. I will do a little of each, I am sure of that. 

Senator Byrp. Will a public announcement be made of the manner 
in which you dispose of your stock ¢ 

Mr. Wuson. I have not thought about that, but—is that important ? 

I thought I might tell the President what I had done, just as a mat- 
ter of interest. Neither of us discussed the matter, and he didn’t 
realize that I would be in this spot, and I didn’t, either; but once I 
make up my mind to do something, I don’t look backward, so I was 
just going to do it as best I could, as soon as I had time. 

I gave some stock away last year, for charitable purposes, and other 
things. Of course the limit on that is relatively small, compared to 
the total; but I am going to give some away, but not all; I will sell 
some. 
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Chairman SavronstaLtt. Would Senator Byrd yield! 

Senator Byrn. Yes. 

Chairman Sauronsrat.. Mr. Wilson, you will give out publicly, as 
soon as the record is made public today, presumably today, the number 
of shares that you have? 

Now, to make that thing absolutely complete and wholesome, in 
accordance with your very fine little statement here, could not you tell 
this committee now that you would be glad to inform the committee, 
in writing, of how you dispose of your stock, the date you disposed 
of it, and give the committee liberty, if it so seems fit, to make that 
public? 

If you could answer that question affirmatively with just a “Yes” 

or “No,” I think it would help us a lot. 

Mr. Witson. Well, I have no objection to doing it. My affairs are 
in a glass goldfish bowl, and I am willing to do it. 

[ would like you gentlemen to appreciate that it takes a little time 
to dispose of that amount of stock, even in as broad a market as General 
Motors, and I don’t think you men would want me to dump it tomor- 
row, and take an added penalty on the pr ice. 

Chairman Sauronsratn. Thank you, Senator Byrd. Excuse me for 
interrupting. 

Senator Byrp. I have no further questions. 

Chairman Sauronsrati. Mrs. Smith? 

Senator Smiru. I have a question. 

Can you give us an idea how long it might take you to dispose of 
the stock, Mr. Wilson ? 

Mr. Wixson. Well, I certainly should be able to do it in the order of 
30 days, perhaps a little longer, somewhere in that order. 

I will make a commitment that I will have it all done on or before 
April 1. 

Senator Smrrn. Thank you. 

Chairman SaLtronsTaLuL. Senator Johnson ? 

Senator Jonnson. Mr. Wilson, I have great confidence in your 
capacity and your integrity. I think, in view of the questions ‘that 
have been raised, that I should like to know in advance of the vote on 
confirmation, just how you propose to divest yourself of this stock. 

For instance, if it were sold, it would be one matter; if it were given 
to members of your family, or placed in trust where ultimately it 
might come back to you, it would be another matter. 

I wonder if you would not tell the committee what plans you may 
have in mind, so we may consider that before we make our decision 
here. 

Mr. Witson. I will tell the committee now what I think is the 
important one. 

I will not put any of it in any trust where it might come back to me. 

I do have 6 children and 13 grandchildren, and I see no harm in 
giving them a little part of it. I cannot afford to give them very 
much of it, because I will have to pay gift tax on it, because I have 
already gone that far a long time ago. 

Would that take care of the real problem ? 

Senator Jounson. I should like, as a member of the committee, to 
have some knowledge in the committee and on the floor of the Senate, 
as to the method you propose to pursue in divesting yourself of that 
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stock, because that q juestion is going to arise, and I think that if we vote 
to confirm you, we are in a much better position to justify our vote 1f, 
on the basis of the facts. w e have all of the reasons for it, und we ought 
to have the reasons for it. 

Senator Durr. May I ask a question ¢ 

I understand that—— 

Chairman SanronsTaLu. Senator Duif, Senator Johnson has a 
question, 

Senator Jounson. I will yield to Senator Duff. 

Senator Durr. I unde rstood from your statement that you have 
made a decision that, wheth r by eift or sale, you will retain no bene- 
ficial interest in it. 

Mr. Wutson. That is absolutely correct. I have gone this far and I 
am not going to have my feet in the mud, gentlemen. 

Senator Jounson. That is all, Senator Duff? 

Senator Durr. Yes. 

Senator Jounson. You do contemplate oly Ing sole of it to members 
of your family ¢ 

Mr. Witson. Yes; but. as I say, it will be a relatively smal] portion 
oft it. 

Senator Jounson. Have you any idea what percentage—L) percent, 
20 percent ¢ 

Mr. Wintson. It would not exceed 20 percent. 

Senator Jounson. Mr. Wilson, what are your views concerning the 
procedure that the nominee for Secretary of the Army and the See- 
retary of Air should follow in connection with the companies in which 
they hold mags 

Mr. Wirson. I think they should tell you gentlemen all the facts, 
which I think they have alre: ady done, and then I will have that same 
information and, as I said, I will give them an executive order from 
the Secretary of the things they should not handle: and also I will vive 
them the privilege that at any time they think the conflict of interest 
exists, or they might give the wrong public appearance, they could 
also have that right. 

The thing that perhaps I overlooked myself was that not only did 
I have to operate honestly and fairly without prejudice, but all the 
people should also think that that was the way I was operating, and 
that part of it I did not quite appraise. 

Senator Jounson. Do you think it would be good policy and per- 
fectly proper for the Secretary of the Army to have a substantial 
interest in a company that had contracts with the Army / 

Mr. Witson. I see no harm in it because that contract—you are 
thinking about Bob Stevens, perh: ips 4 

Senator Jounson. Lam thinking of the Secret: iry of the Army. 

Mr. Wutson. That is right. The sale of material which his com- 
pany makes is at the market and on open bids in competition. It is 
even a simpler kind of a case than when you have to pick out a con- 
tractor, it is a fairly new product, there is no way of easily weighing 
the competition. Those are the ones that area little more diflic ‘ult. 

I would just like to say how important I think this is. 

Before I went to Korea, 1 went to the Pentagon to see Bob Lovett, 
whom I have known for years and I have a very high regard for, to 
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vet a briefing Ol Korean. And in the proces: oft our cliscussion, he 
sald: 

Charlie, do not be too critical of some of these men that are here to help you 
do this job, becaus nh Some cases they re the thirty-third man that I proposi 


med to come before I could get anyone 


And | Was talkine to McNeil. the othe evening, and he said. 


“Thirty-third. I know one where he was the fiftv-seventh man.” 


I really want to do a lob for the com Ty, and I have vot to have 
vood men to help me, and I have got to have men with some experience 
in these kinds of things. So I hope you gentlemen will think it can 
be handled in this way. 

It is very important for the country, and if vou turn these gentle 
men down, I will have an awfully tough time. I will finally have to 
vel somebody who wants a SL7500 job and hasn't had any expertence 
comparable with what he should have to run such a big important 
thing for the co ntry. 

lam very frank about it. That is where we are. 

And the penalty for these men, compensationwise—and we all know 
we have had the same problems you gt ntlemen do- people picked you 
over What you do, are critical of us, and so forth. So there is a little 
extra grief attached to it besides. And unless a man is really enthusi 


astic about servi y his country, he won't even take the job then, and 


he ought not to 


AY 
have to pay another kind of a penalty; and some of 
these men cannot sell their stock. 

Senator Jomnson. Then it is your recommendation that the com 
mittee act favorably on the Secretary of the Army and the Secretary 
of the Air, notwithstanding the fact that both of them have interests 
in companies that deal with their D parment ¢ 

Mr. Winson. That certainly is so, and I think I have a very sound 
practi al w L\ of protecting the national interest and at the same time 
have them operate effectively for the country, 1 think it is sound. 

Now Lam perfectly willing for you gentlemen to take enough time 
to look it over and be sure that that is so. And if you have any other 
suggestions to me about it, I will try to accept them and carry them 
out With only one reservation—do not cut me down on cloing a good 
job. 1 

Senatol JOHNSON. Mr. Wilson. | am very anxious for the President 
to have the type of men that he wants to have around him, and I 
appreciate the fact that the men that you have chosen are men of 
broad business experience, but ] have orave cloubts as to the wisdom 
of placing men in as heads of the Departments when their Department 
is doing a substantial business with the company from which they 
came. 

Now I read on yesterday 202 pages of hearings in connection with 
impeachment charges that had been filed in the House of Representa 
tives almost 21 years ago against the very able Secretary of the Treas 
ury, and the basis of those charges was primarily not that he hadn't 
done a good job as Secretary of the Treasury, but that he was a sub- 
stantial stockholder in the Aluminum Co., and the Aluminum Co. sold 
aluminum to public buildings, and that he was a substantial stock 
holder in Gulf Oil, and Gulf Oil is a contractor. 

After several days of hearings the Congressman preferring the 
charges completed his ease, the Secretary of the ‘Treasury resigned 
and that ended the matter. 
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Now I am just wondering if this committee ought not to give some 
thought, and if you shouldn’t, to the propriety and the public inter- 
pretation that would be placed on having a man like Mr. Stevens, 
who is interested in Pan American Airways, interested in the Stevens 
Co. and interested in other concerns that do business with his Depart- 
ment, being confirmed as head of that Department. And the same of 
course would apply to Mr. Talbott, because of Chrysler and North 
American Aviation. 

Mr. Witson. Senator, I understand the problem and I think it is 
proper for you to have concern about it. The case that you state in 
the past arose because no one who thought the thing through had any 
procedure, so in that case the man could step aside and let someone 
with more authority decide the matter. 

In other words, we have a plan now, and I am personally taking the 
rap to make it possible and effective, because I had no one else to pass 
the buck to, so I think when you gentlemen consider it carefully and 
see how it is going to be set up—and I would like to point out again, 
the chance of doing the wrong thing is much greater when you get 
down to where only the man himself is dealing with the contract. 
You get up in the area I am talking about where many people know 
about it, you can’t really do the wrong thing in a goldfish bowl. 

You can’t be political and cheap or anything else. You can’t do the 
wrong thing for any other kind of purpose than just the objective you 
are trying to achieve, and I hope when you study it all over, you will 
see that we have a sound plan of doing it. 

Now as far as I am concerned, I don’t know just what to do with 
the money I am going to get from the General Motors stock. Maybe 
I will have to invest it in Canada or some place to get completely clear 
of it, the ramifications are so great. I thought having it all in one 
place, I could handle it better than if I had a diversity of interests. 

I am going to be very careful about it myself. I am either just 
going to let it lay in the bank or I am going to put in somewhere where 
no one can criticize me for it on the basis that the Defense Department 
does any business with that outfit, because in my case I think I have 
to take the final responsibility for it. 

Senator Byrd pointed it out to the Senate and so forth, and I looked 
it all over, and I am going to take that responsibility and be completely 
clear to take it, not only actually because I have often had to weigh 
things very carefully and I have never done it on the basis of my own 
selfish interests, but the appearance of having done it wrong I agree 
should be eliminated. 

You will find in all these cases we will have a very careful record 
of what was done. Any time this committee wants to ask me about 
anything in connection with the operations of the Defense Depart- 
ment, you have that right which I respect, and I will fully cooperate 
with you in it. 

Senator Jounson. Are we to understand that all the decisions that 
affect the companies in which the Secretary of the Army and the 
Secretary of the Air have investments, will be made by you instead 
of them ? ar 

Mr. Wirson. It will be made by me, my deputy, or someone else 
above them who has the proper responsibility and authority for 
making it. 
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Senator Jounson. Have you given any thought, Mr. Wilson, to the 
probable morale problem you might have? Here is a young major 
who wants to get along well and move up, and he is confronted with 
the problem of deciding between a company that his boss has a sub 
stantial interest in and a company that, so far as he knows, no one 
in the peony has an interest in. 

Mr. Wiutson. | don’t think there is any difficulty over that one. 

Senator JOHNSON. You have given thought to that one; have you? 

Mr. Witson. Yes, sir; I have. 

When I appeared before you gentlemen before, I talked too much 
about my past in General Motors, because I was just trying to give you 
a picture of the thing. I did not do it too we Il, but Lam very conscious 
of this, because we had exactly the same problem in Gene ral Motors: 
We had a very strict rule that any of our purchasing agents and buy- 
ers, none of them should have any interest in any company that they 
bought from. 

Further up in the outfit, for one reason or another, men did have 
some interest in industry, and they stated what they were and they 
never used their position to try to help themselves, ‘and if they did, 
just the opposite reaction occurred. 

I know how to keep up the morale of an outfit. I may be bragging 

little, but the morale of General Motors is very, very good, and | 
know why it is. 

Senator Jounson. You think you would have no problem ? 

Mr. Wizson. I think I can handle it. 

Senator Jounson. Have you given any thought to disposing of your 
37,000 shares in the La Gloria Corp. ? 

Mr. Wuson. I didn’t think that was necessary because it is a small 
company and does not do business directly with the defense organi- 
zation. 

Senator Jounson. What is the valuation of that 37,000 shares, as 
near as you could estimate ? 

Mr. Wiuison. I don’t know, because it is not on the market. It has 
a book value of perhaps $20 a share. 

Senator Jounson. What is its business? Would you elaborate for 
the record a little bit on that ? 

Mr. Wiutson. It is in the oil and gas business in Texas, developing 
oil properties, drilling wells, and selling gas. 

Senator JoHNson. And in your opinion you would never be called 
up to make any disposition of that stock, or to make any decision con- 
nected with the oil and gas business ¢ 

Mr. Wixson. I don’t think so, and if I were, that other paragraph, 
where I said I would talk it over with the President, would apply, I 
certainly would do something about it, because I have gone too far to 
have little things upset me. 

Senator Jounson. You contemplate disposing of your 9,000 shares 
of Texas-Illinois Natural Gas Pipe Line stock ? 

Mr. Witson. I oun think so, because the Defense Department 
would not buy any ga 

Senator JouNnson, li would not? 

Mr. Wuson. How is that ? 

Senator Jounson. It would not? 

Mr. Witson. Not from that pipeline company, which runs from 
Texas to Chicago. 
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What do you think, I mean / 

Senator Jounson. As I stated in the beginning, I have grave doubts 
about the wisdom of confirming people who hold substantial interests 
In various companies. 

Mr. Witson. What do you think I should do with my money ‘ 

Senator Jounson. I think you should make the decision that you 
are going to divest yourself of any holdings that you might be called 
upon to make a decision in connection with. 

Mr. Wuson. I carefully thought it over, and I thought the bank 
stock, the little oil and gas com) ny, and the pipeline stock was O. K., 
and any time I thought it was not O. K., 1 would do something about 
it: but, I do think you men have got to think about—what is a man 
eoing to do, and I said a while ago, do I have to invest it in Canada, 
or Mexico, or some place else? That isn’t right, to put an American 

t it kind of a spot. 

I do want to make it absolutely clear. and I subscribe to the prin- 
ciple that certainly I tried to say il the other day, I will be like Ceasar’s 
wife, above suspicio 


Senator Jounson. That is all for the moment. 


Chairman SALTONSTALL. Senator Hendrickson / 
Senator Henprickson. Mr. Wilson, I understand about one-third 
of the business of the Stevens Co. is with the Government. Are you 


aware of that / 
Mr. Witson. No. Bob Lovett did tell me that he had a terrible 
| the bu ness placed any where, and he had known Bob a 
long time, and he said, “Now, won't you have your company bid on 


time to a 


this business ?” 

I am sure that the Stevens Co. at the time would have rather sold 
their capacity output in the market than what they did. And Bob 
stevens 1s a very loval American. He isa eo0od man. 

Senator Hrenprickson. He is a fine gentleman. He is from New 
Jersey. 

Mr. Witson. And he knows the difference between right and wrong. 

Senator HenpricKkson. I realize that. But does it not make a differ- 
ence to vou, Mr. Wilson, that one-third of the entire business of that 
company is with the United States Government ¢ 

Mr. Witson. I do not think I would worry about that as long as 
it was handled right, and it will be handled right. 

Senator Henprickson. I would not want to do anything to hurt 
Bob Stevens. I think he is a great son of New Jersey. But that 
does vive me concern. ' 

Chairman SaLronstati. Any further questions? 

Senator Henprickson. No further questions. 

Chairman SALronsraLL. Mr. Kefauver. 

Senator Krerauver. Mr. Chairman. Mr. Wilson, for one, I cer- 
tainly want to do what I can to try to see that President Eisenhower 
has the man he wants to be Secretary of Defense, and we all appreciate 
your great ability. But I think that I would like to ask one or two 
questions to make the record absolutely clear. 

As I understand it, the General Motors stock you have you will 
dispose of so that at a time in the future you will have no control what- 
soever with that stock. Is that right ¢ 

Mr. Witson. That is correct, Senator. 
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Senator Keravuver. And any that might be given to the members of 
your family, the full voting privilege will be with them and not with 
you? 

Mr. Witson. That is correct. 

Senator KEFAUVER. May I ask if you were contemplating a voting 
trust arrangement ¢ 

Mr. Witson. I am not. 

Senator Krerauver. So that it will be 

Mr. Witson. I am going to make a 100 percent job of it, and if this 
committee wants me to go on record with just exactly what I did, I 
will do it. 

Senator Kerauver. I did not vet to hear the discussion of the hold 
Ings you have 1n La Gloria ¢ orp., but you just sa ad it was 37.000 
shares 

Mr. Witson. Richt. 

Senator Krrauver. What percentage of the total stock is that, Mr. 
Wilson ? 


Mr. Winson. There are 535,000 shares outstanding, so I oues it 


ould be ¢ percent, or someth no like that. 
Senator Kerauver. Are you an officer in that corporation 4 
Mr. Winson. I was. 

Senator Keravver. You have resigned as at 
Mr. Witson. That is rieht. 

Senator KeErauverR. Have you investigated to see whether they have 
done any Government business, Mr. Wilson, in the past, or have had 
any contracts with the Government ¢ 

Mr. Wixson. They did have during the war. They sold some high 

ctane gasoline to the Navy at the base they had in Corpus Christi, but 
that is not the set-up now. 

Senator Krrauver. Does it have a pipeline that transports gasoline 
or natural eas to Chicago ? 

Mr. Witson. It has no ownership in that pipeline When that 
pipeline was built it was organized and promoted by two groups of 
people: one group in Chicago that was going to use the gas. and a 
group in Texas that were going to sell it. But we decided that we did 
not want to complicate the affairs of our little company by hav Ing any 

ommon-cearrier pipeline in it. 

Senator Krrauver. Mr. Wilson, assuming it became desirable for 
the Government to have a contract with the Gloria Corp., what would 
you do about it? That is, the Defense Department. 

Mr. Witson. I would have to know what the circumstances were and 
what the conditions were. 

Senator Krrauver. Suppose the contract was for furnishing high- 
octane gasoline at the Navy base in Texas ¢ 

Mr. Witson. I do not know what I would do, but I would not get 
into trouble over it. I assure you of that. I might even say to the 
president of the company, “Please sell your gas somewhere else, or 
gasoline. Do not get me ina jam. There are other people to buy it.” 

You see, it is such a small kind of a thing, it can be handled. 

Senator Keravuver. I think, Mr. Wilson, we would like to know just 
how you plan to handle it. You said you had some arrangement or 
plan to handle contracts in which Mr. Stevens and others, their com 
panies, might be interested. How do you plan to handle any con 
tracts with La Gloria Corp. ¢ 


officer ? 
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Mr. Wirson. I do not think they will have any. If they did have, 
I would try to take some—let someone else take the responsibility for 
it if it was vital to the Government and had to be done. Otherwise, 
1 would tell the boys, “Don’t do that to me. Don’t sell to the Gov- 
ernment.” 

That is the other side of it, you know—they do not have to take the 
business. 

Senator Keravuver. But it might be in the interests of the Govern- 
ment to enter into a contract. 

Mr. Wixson. In that case I would let someone else rule on it. I 
wouldn’t want to bother the President with too many things, but if 
it was serious enough, I would clear-the record, I assure you. And 
it would have to be clearly in the interests of the Government. 

I wouldn’t want to adversely affect the interest of any other stock- 
holders, but those kinds of things can be handled if your intent is a 
hundred percent, if you are willing to do it, to disclose to everybody 
exactly what you do and why you do it. I don’t think it is going to 
be any problem for me. And, as I say, if it became a problem, I 
would do something about it. 

Senator Kerauver. One difficulty about this whole thing is, Mr. 
Wilson, most everyone leans over backward to see that some special 
benefit doesn’t come to a company that they may have an interest in, 
but that might not be fair to the Government. 

Mr. Wixson. Well, I will handle it some way or other. 

Senator Kerauver. Does the La Gloria Corp. own any tidelands 
property / 

Mr. Wirson. No, I don’t think so. It is not exactly clear to me 
what tidelands property is. 

Senator Krrauver. Well, between the low-water mark and the 
Continental Shelf. 

Mr. Wirson. I don’t think so. 

Senator Keravuver. Mr. Wilson, you have stated that you have some 
method whereby the burden of passing on contracts by Mr. Stevens 
and Mr. Talbott would be handled in some other way other than 
placing the burden on them by virtue of their ownership in certain 
corporations. I think I would like to know just what that method 
is going to be. 

Mr. Wirson. I think I made another mistake in my previous testi- 
mony by not making it clear on the record on how the contracting is 
done and who had the responsibility for negotiating contracts, sign- 
ing contracts, and approving the passing of mone y for all purposes 
in the expenditure of Government money. 

Basically that is in the armed services, and only when the civilian 
part of the family has to step in on the basis of emergency or that 
the job i is not being properly done or something, even the Secretaries 
don’t sign these contracts. One reason I didn’t put it on the record 
is that I was so familiar myself on how it went that I just didn’t 
realize that the record ought to be clearer on the matter. 

If you men would like to know more about that and have it in the 
record, Assistant Secretary McNeil, who has been in the Department 
a long time, understands all the details on how the business is done. 
If you get him up here and let him testify and tell you how it is done, 
it might be helpful. Iam not recommending it. I just say that that 
would be an easy way to do it. 
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I know that no Secretary, for instance, has ever made an agreement 
with General Motors over any of the produc ts that we built for them 
or for the country. I knew exactly how it was done, so that it is only 
the unusual kind of thing that gets involved in this. 1 know the types 
they are, 

I have thought about it and I have studied it, I have talked 
McNeil about it and I have talked to all my friends that have done 
business, anyone I could get hold of, to try to identify in my mind 
what those problems might be. 

Now, I have always had a little trouble in ghost hunting and trying 
to shoot ghosts, so I have got to pull it down to some examples so | 
understand them. Now, I do understand the kinds of things that 
have to be handled that way. 

msenato. Ket AU VER. Mr. Wilson. let us take a hypothetical case. | 
believe Mr. Stevens has stock in General Motors, I wasn’t here to hear 
his testimony 

Mr. Witson. I don’t think he has. The record will show that. 

Senator Kerauver. What corporation Was it / 

Senator HENDRICKSON. The Stevens Co. 

Senator Kerauver. What do they make? 

Senator Henprickson. Textiles and fabrics. 

Senator Krrauver. Suppose a decision had to be made that a large 
contract would be given to Stevens, or the American Woolens Co.., 
or any other like corporation, some other textile corporation, or per 
haps it was a matter of whether they would be required to convert 
to war production, and that issue was presented? Who would de- 
( de it t 

Mr. Witson. If it were important enough, I would; if it was of 
munor nature, the \ssistant Se retary McNeil might do it. 

Job Stevens will have nothing to say about it, and I will give a 
directive that, in dealing with his company he is not to take a position 
on any matter whatsoever, and I am sure he would carry it out very 
faithfully. 

Senator Kreravver. Doesn't he have quite wide holdings in General 
Foods, General Electric, and might that not substantially disqualify 
hiya to carry on his job? 

Mr. Winson. I don’t think so: I am sure not. 

We have a sound plan, and I think we know how to mye on this 
business. It is a little new, but the way we are going to do it—— 

Senator Keravver. Mr. Wilson, tell us the plan, that is hee we 
want to know. 

Mr. Witson. The plan is, I will issue a directive to all the different 
people that have interests, in that connection, with any matters affect 
Ing thos se companies, they are to step aside complete ‘ly, and have noth 
ing to do with it, and someone else with more authority than they 
have will handle it. 

[I am sure that is the w: iy to do it. 

Now, in the past, it has been in part done by somebody saying that 
somebody « ‘Ise’s de partment has to handle it, and you ould say—Wwe ll, 
I have a simple way of saying it, that the buck has to pass up and 
not down: the re sponsibility for the decision has to come up. 

Senator Krravver. Mr. Wilson, will Mr. Stevens and Mr. Talbott 


he the ones to say whether it should be taken to a superior authority ? 


28017—53—pt. 2 
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Mr. Wixson. No; I would be the one. 

Senator Keravver. How would you know a contract was being 
considered ¢ 

Mr. Wirson. I would issue an order, a directive, and you have got to 
remember that those men have the responsibility of living up to the 
law, and they are competent, understanding men. 

Senator Keravuver. Mr. Wilson, suppose, in the matter of subcon- 
tracts, suppose a large corporation received the prime contract and 
they wanted to let subcontracts to the Stevens Co., or some of the com- 
panies that Mr. Talbott or Mr. Stevens have an interest in¢ Would 
you consider that they, the subcontracts, would be covered by the law ? 

Mr. Wuson. It would depend on what the circumstances were. 

Senator Kerauver. Or, would you try to step into the decision about 
subcontracts ? 

Mr. Wirson. I wouldn’t think ordinarily that that would be so, but 
I want to say again, if the circumstances are such that there is any 
question, any doubt about it, or any possibility or any probability of 
any misunderstanding on the part of the public or of you gentlemen, 
I can assure you it will be handled properly. 

Senator Jounson. Will Senator Kefauver yield? 

Senator Keravuver. Yes; I yield. 

Senator JoHnson. Mr. Secretary, I want to get this clear. 

Let us assume that one of the secretaries holds 500 shares of Gen- 
eral Electric, 500 shares of General Foods, and stock in the Liberian 
Development, and Pan American World Airways, and I. T. & T. 

Now, is it your opinion that he can continue to hold that stock and 
those companies can continue to do business with his department, 
without violating the law? 

Mr. Wuson. I am not a lawyer, you understand, and if I had a 
lawyer, he would advise me never to take this job; he would say that 
I would be under too much of a penalty, but you have to do a lot of 
things. 

Senator JouNnson. I am not a lawyer either, and a lot of people 
were opposed to me taking this job. 

Mr. Witson. I assure you that the job is going to be done right, and 
I would like to point out again that these men themselves have a 
responsibility of living up to the law, and we are going to be careful. 

Senator Jonunson. Well, in order to do it right, Mr. Secretary, the 
first thing I want to know is, Will these men violate the law if they 
hold the stock, in your opinion / ; 

Senator Case. Mr. Chairman, will the Senator yield at that point? 

Senator Jounson. | me | like to get an answer. I did not get an 
answer to the question I asked, and I would like for the record to 
show whether or not under this plan that he has proposed to the 
committee one of the Secretaries holding the stocks that I enumerated 
could permit those companies to do business with his department and 
still comply with the law. 

Mr. Wison. I would like—— 

Senator Casr. If the gentleman will yield. 

Senator Jounson. I would like for the witness to answer and then 
I will yield. 

Mr. Witson. I will try to answer the Senator. It is a complicated 
question. 
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I would say that if their holdings were very minor, they had no 
personal influence in the company, that I would not bother about it. 
If they were of any substantial amount, and they had had past rela- 
tions with the company where they had some influence with or without 
the stock, then I think there is a quest ion, and that one I would handle. 

Senator Jounson. All right, let’s get specific. Then in the case of 
the Stevens Co., you think he would violate the law if the de partment 
did business with his company / 

Mr. Wuson. No; I do not think so, providing it is done the way I 
say, which is that someone else had the responsibility for doing it. 

Senator Jounson. And in Mr. Talbott’s case, do you think he could 
do business with Chrysler and North American ? 

Mr. Wirson. No; I do not think he could. 

Senator Jonnson. Do you think his department could ? 

Mr. Witson. His department, the people under him—in that par- 
ticular case, my authority as Secretary of Defense is such that I could 
take over one of those departments and run it if I thought it were 
the right thing to do. 

Senator Jounson. I understand that. 

Mr. Wirson. And you men in Congress gave the Secretary that 
authority purposely, and it is very embarrassing; it is more authority 
than I thought I was going to have. 

Senator Jounson. Now. on North American and Chrysler you think 
that the Air Force could contract with those companies and Mr. 
Talbott could still retain his stock in those companies ? 

Mr. Wixson. I think they could. 

Senator Jomunson. And no law would be violated ? 

Mr. Wirson. I think so. 

Senator Casr. Mr. Chairman, would the Senator yield at that point / 

Chairman Satronsrati. Are you through, Senator Kefauver? 

Senator Krerauver. Not quite, but I will yield. 

Mr. Winson. I would like to again put on the record that when I 
said that, it is on the basis that Harold Talbott would step completely 
aside, have no authority or responsibility whatsoever for the contracts 
that were made, and that whatever approval they had to have and 
should have in those kind of cases, they would have extra examinations. 
There will be a good record kept of it. And in that case I think it is 
entirely proper. 

Chairman Sauronstatut. Mr. Wilson, the Chair would state—— 

Mr. Wirson. Otherwise I would not have tried to get Harold 
take the job. 

Chairman Sauronstaty. Mr. Wilson, just let’s make the record 
absolutely clear that both Mr. Stevens and Mr. Talbott testified flat- 
footedly—Stevens said he would have no dealings whatsoever with 
the Stevens Co. and Talbott said he would have no dealings whatso- 
ever with Chrysler or Auto-Lite. It seems Mr. Wilson’s testimony 
should stand in the record of those men’s words. 

Senator Case. If the Senator weuld yield. 

Chairman Sarronstaty. Senator Kefauver is still questioning. 

Senator Krravuver. I want to ask two or three more questions, but 
I have no objections to yielding to Senator Case for a question. 

Chairman SALTONSTALL. Senator Case. 

Senator Case. I merely wish to point out that the statute, section 
434, does not say that a man may not have an interest in the company 
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and be employed or act as an officer or agent of the United States and 
stop there. It Says: 


Whoever being an officer 
and so forth— 


is employed or acts as an officer or agent of the United States for the transac 
tion of business with such entity shall be fined not more than $2,000 
and so forth. 

It seems to me that what Mr. Wilson is trying to say is that these 
people, though they may be employed or act as an officer or agent of 
the United States, will not be employed or will not act as an officer or 
agent of the United States for the transaction of business with such 
entity. And, simply stated, that is in harmony with what the section 
Say Se 

Mr. Wirson. That is exactly right, and you stated it very well, 
better than I could. 

hairman SALTONSTALL. Senator Kefauver. 

Senator Kerauver. Well, in that connection, Mr. Wilson, I am not as 
familiar with procurement as I should be, and I know that you have 
been into it very thoroughly before you were designated and since, but 
I had always ipaatond that in the procurement of a large contract it 
is very difficult to say just which person rei ally works out the details. 

It is handled out 1 i field and then brought into Washington and 
referred around. There may be 25 or 30 hands in the pie before the 
contract is finally consummated. 1 think there might be a good deal of 
difficulty in deciding just when a certain person should be divested of 
their authority and when it would be passed on to you. Do you con- 
template any difficulty about that ¢ 

Mr. Witson. I see no difficulty about Ht I am going to try my very 
best to clarify this responsibility you are talking about and stop kic ‘k- 
Ie the stuff around so much, wasting time and money clec iding on 
what is the right thing to do. 

Senator Kerauver. That would certainly be much in the public 
interest, | am sure. 

Mr. Wizson. Iam going to try it that way. 

Senator Keravver. But I understood most of the procurements 
that they first started out in maybe in the division office of the Corps 
of Engineers, some of them did, and they would be referred to some- 
body in Washington, perhaps to the Air Force, then to the Under 
Secretary of Defense, so that it is very difficult in the making up of 
the whole file and the whole transaction not to have something to do 
with it. 

Mr. Witson. Senator, the very thing you are talking about is the 
very thing I want to do to get the efficienc y into the organization that 
we need, and I am sure that the ve ry process of clarifying responsi- 
bility, making sure that everything is properly examined that time 

and money is not wasted in the process, the very procedures for estab- 
lishing that will make it possible apd relative ‘ly easy for me to do the 
thing that I have been trying to talk about. 

Senator Krrauver. Mr. Wilson, one other very important function 
of the Secretary of Defense and of the secretaries of the services is 
testimony on legislative proposals that are made in Congress. 

There probably will be pending a bill to quitclaim the tidelands oil 

operty to the States, the Kerr bill having to do with the right of 
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the Federal Power Commission to control the interstate shipment of 
gas, depletion allowances on gas and oil, and many other things of 
that kind will be coming wp, in which perhaps you will be called upon 
to testify, or your Under Secretaries will be. 

Have you thought about what position you will take on those 
matters ¢ 

Mr. Witson. I have a very simple way of operating. 

Senator Krerauver. I don’t mean what your testimony will be. 

Mr. Witson. Whatever the problem is, I will put my mind on it 
and try to understand it, try to develop the facts, put the facts on the 
table and try with whatever group is interested or involved he ‘Iping to 
decide what is the right thing to do. That is my way of operating. 

Senator Keravuver. Iam not asking you what your testimony would 
e about it. 

Mr. Witson. I can’t say what my testimony would | <4 

Senator Kerauver. I am not askin g you that. Mr. Wilson. 

Mr. Witson. On something that is not before us. 

Senator Krravuver. But I am asking you whether you feel that you 
uld express an opinion about it; whether your ownership, for 
‘tance, In the La Gloria Corp. would disqualify you in testifying 
efore committees. 

Mr. WiLson. If it did, | would step aside on that. We have pre 
cedents in the country for those kind of things. A judge won't take 
l case f he happens to have some stock in the company that is up 
before h ni. You men all know about how peop le dis squalify them 


selves sometimes. 


=}) 


We have an industri: il society now that we have to be practical 
about. On the other side, we have to be eee ly honest about it 
and we have to avoid the appearance of il. | underst: ind those 
things. 

Senator Kerrauver. One final question. I saw, and I thought it 
should be cleared up if it wasn’t in your testimony the other day, 
some columnist had something to Si about some argument that rioht 
after Pearl Harbor or about the ae of Pearl Harbor, in which I] 
think perhaps you and Mr. Reuther participated in a debate, as to 
whether General Motors should convert to war production, and if so, 
how much. You may have been asked about that, but 1 thought the 
record should be made clear. 

Mr. Winson. I wasn’t asked about it, but if you want to ask me 
any questions about it, I will answer them. 

Senator Krrauver. There was some argument, I believe that you 
engaged in, in which you contended that the Government was asking 
you to convert too rapidly. 

Mr. Witson. That was not the argument. 

Senator Kerauver. What was the argument ? 

Mr. Wiurson. The argument was over the assumed best way to do 

and Walter Reuther was advocating that all the property should 
be put under the authority of a group of labor and industry peop yle 
to try to operate it, and I said that you can’t operate effectively and 
eflic iently that way. 

And as far as General Motors is concerned, we were r apidly con 
verting to anything that the Government wanted us to do, and if you 
are interested in it, I would be very happy to dig up a copy of the 
debate that Walter and I had. I will give you a copy of the Truman 
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committee report that investigated the business. I will give you a 
copy of the Colmer committee report on our post-war planning, and 
I will do the same for all the rest of you gentlemen, if you think you 
have the time to read it. 

Senator Drerauver. It might be helpful if we had just a copy of 
your statement in connection with the happenings at that time. 

Mr. Wirson. I realize that I am sort of drafted, and it is proper 
for you gentlemen to make up your minds whether I am a 4-F or 
not; maybe T have a flat head instead of flat feet, but whatever you 
dec ide— 

Senator Kerauver. Mr. Wilson, I am not asking the questions for 
the purpose of embarrassment, but it is something that has been dis- 
cussed a lot in public, and I think it should be cleared up. 

As I understand it, you propose to divest yourself of the General 
Motors stock 

Mr. Wirson. I will tell you one more thing, that is an interesting 
matter; There was no apparent way for the Government to pay Gen- 
eral Motors for the cost of putting their plants back into the commer- 
cial business. If you took a war contract, the Government would 
pay you for the cost of putting in the equipment and handling the war 
work, but there was no way to pay for putting it back into commercial 
business, and we had a lot of discussions about it. We did not think 
it was quite fair, and I said, “Now, let’s accept it as it is, and let’s put 
a reserve on our books.” 

We accumulated a reserve of $75 million to reconvert our plant, 
and it took about $85 million, and that balance came right out of 
General Motors, the Government did not pay us for it, and as far 
as I am concerned that is one reason, Senator, I wish the hearing had 
been public the last time, because I am not ashamed of the past record 
of General Motors, or my own, and I am willing to have anybody 
turn the spotlight on it and explain it. 

I worry about the present and the future. I don’t have any past 
that I have to drag along that might cut me down. I don’t think I 
have. 

Senator Kerauver. If it is handy, I think the statement that you 
made at _ at time of the so-called debate might be helpful to us, Mr. 
Wilson, if you can find it. I don’t want to hold this hearing up. 

Senator Cooper. Would the Senator yield for a question’ Who 
was that / 

Senator Krrauver. I think it was Victor Riesel. 

Senator Coorrer. I think if the plan suggested is as Mr. Wilson 
says, it seems to be exactly like the Socialist copartnership plan that 
has been proposed in West Germany. 

Chairman SavronsraLu. Senator Kefauver, do you have any fur- 
ther questions ¢ 

Senator Keravuver. I think it might be well to clarify it and know 
what it is all about. There was an argument about the conversion, 
and how it should be done and how soon and how much, and if that 
comes up—— 

Mr. Witson. That was not the meat of it. 

You [indicating Senator Cooper] are a little closer to it. 

Senator Kerauver. We don’t want any uncertainties circulating 
around about it, Mr. Wilson, and that is the reason I suggested that. 

Mr. Witson. You remind me of something: 
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Senator Kefauver brought up this question of an explanation of 
what position some of the columnists have taken, and I made a crack 
in my testimony that perhaps, for the good of all of us, ought to be 
taken out, and I said flatly, there, that the columnists were not going 
to run the Pentagon, if you put me over there. 

Senator Keravuver. I was only referring to the columnists to find 
out what the argument was about at that time. You have made 1 
clear. 

If you do find that statement, it may help out to make it clear. 

Mr. Witson. I have read some of those Sonne ists here recently, 
and if I was not a reasonably patient man in keeping my temper, I 
would be quite mad about the mud and dirt te the false statements 
that were made. But I keep my own score, So I sleep all right at 
night. 

Senator Krerauver. That is all, Mr. Chairman. 

Chairman SaLronstaLn, Thank you, Mr. Kefauver. 

Mr. Case ? , 

Senator Case. Mr. Chairman, first I want to express my apprecia 
tion to Senator aioe for yielding. 

Senator Krrauver. You are very welcome. 

Senator Casr. I thought that the statute itself offered a little ight 
on the question at issue. 

I have two fields in which I want to ask a ques stion or two. One has 
to do with the bonus payments to which you may be entitled hereafter. 

Because of this discussion of the possib le position of the Secretary 
of the Army and the Secre tary of the Air I orce, I want to revert toa 
little further discussion of the statute in relationship to them. 

section 134, the one cited by Senator Byrd the other day, reads: 

Whether, being an officer, agent, or member of, or directly or indirectly inter- 
ested in the pecuniary profits or contracts of any corporation, joint-stock com- 
pany, or association, or of any firm or partnership, or other business entity, is 
employed or acts as an oflicer or agent of the United States for the transaction of 
business with such business entity 
and I pause there to emphasize it is for the transaction of business 
with such entity 


1] 


shall be fined not more than $2,000 or imprisoned not more than 2 years, or both. 


As I studied the citation the other day made by the Senator from 
Virginia, it semed to me clear that what was being aimed at there was 
the acting as an officer or — of the United States for the transac 
tion of business with the business entity in which the person was in 
terested ina pec unlary way. 

That is why it seems to me it would be impossib] e for the Se retary 
or any of the Secretaries of the several de partinents to act as al oflicer 
or an agent for the transaction of business with that entity, and the 
solution calls for finding some way in which that person could act in 
other matters but could not act when business was being transacted 
with the business firms in which he had any pecuniary interests or 
prolits. 

So I wanted to suggest along the line of finding some way to dis- 
associate the actions completely from such officer or agent, that con- 
sideration be given to the employment of the independent Renegoti- 
ation Board for that purpose. Mr. Wilson mentioned that. The 
Renegotiation Board is such an independent Board, and it looks over 
all these matters, which is an added protection for the country. 
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Senator Case. It is. The Renegotiation Act of 1951 spells out 
specifically that the Renegotiation Board shall be an independent 
establishment in the executive branch of the Government. 

Mr. Witson. That is correct. 

Senator Case. But it then does provide _ the members of the 
Board may be proposed to the President, one by the — retary of the 
Army and one by the Secretary of the Navy and one by the Secret: ry 
of the Air Force and one by the Administrator of the General Serv- 
ices Administration, although there is nothing to require the Presi- 
dent to name those persons propos sed by the several Secretaries or the 
\dministrator. Members of the Board are nominated by the Presi- 
dent or appoin ited subject to the advice and consent of the Senate. 
But they are not out of any of the departments unless these nomina- 
tions should bring them out. The -y are suppos sed to be civilians. 

So it occurred to me to make this suggestion, and I simply throw 
it out for consideration—strike out the period at the end of section 434 


of the statute, insert a colon, and say 


Provided, however, That this section shall not be construed to prevent such 
a person from being an officer of the United States if the determination of the 
compensation for such business is made by the Renegotiation Board under the 


provisions of the Renegotiation Act of 1951, and that no member of that Board 
Was proposed to the President by such officer for appointment. 

I would like to elaborate for just a minute, and then I would like 
your comment. 

The Renegotiation Board at the present time reviews costs after a 
contract islet. It is sort of a postdetermination of the profit structure. 

Mr. Witson. After the contract is finished. 

Senator Casr. Yes; after it is finished, 

What I was seeking to get here, that in these cases where the officer 
wanted to disqualify him, that it would be a predetermination of the 
cost so that the officer would be complete ‘ly divorced from passing upon 
the compensation and thereby be disassociated, to use the words of 
the statute, from pecuniary profits or contracts of any corporation, or 
association, and so forth, in which he might be interested. 

Further, it seems to me some suggestion like that might—in the 
instant situation the present Renegotiation Board obviously has no 
member that was suggested by any of the people now proposed for 
the heads of these several departments, and the President could con- 
tinue that disqualification by ignoring the nominations that might be 
proposed by the heads of these departments, so that the Board would 
continue to be one of which no member was proposed to the President 
by such officer for appointment. 

I would like to have your comment on that or possible suggestion, 
or simply take into consideration this suggestion as one method by 
which the officer would be dissassociated from price determination. 

Mr. Wuson. Now is thie a proposed change in law that you have in 
mind to sponsor ¢ 

Senator Case. Yes; it is, Mr. Wilson, and of course I recognize ‘that 
that wouldn’t be law, but it seems to me that if that is accompanied 
by a statement that the officers in question, pending the adoption of 
such an amendment, simply would refrain from transacting business 
for the United States with the business entities in question, “th: at they 
do not run afoul of the existing statute. 
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Mr. Witson. I would like to make one statement on that whole 
matter. ‘There are a number of things that I think could be improved 
by law. That is not my job. 

I am taking the laws just as they are, and figuring out sound ways 
and honest ways to operate so that whatever it is now we can handle 
under existing law honestly and without creating any misunderstand 
ings or 11] will on the part of the public. 

Now | respect the position that the Senate and the Congress are in. 
You are the bosses, It is right that you should be. That is our Amer 
ican way of doing it. Whatever laws you men pass, I will try to 
faithfully follow. I will follow them and I will work with you in any 
way you want me to in connection with any new law you pass. 

1 don’t think I am competent to pass on this one today without 
studying it. | don’t like to do those things. 

Senator Casr. I realize that. and I am olad to have your comment. 
I think I should say further that my suggestion mn this regard was 
prompted partly by a statement made 1 the testimony of one of the 
othe persons before the committee last week to t hp effec that he would 
disassociate himself from passing upon the contract, but indicated that 


It mig rht be turned over to someone else in his department. 


It seems to me that neither the lav ‘ and certainly the spirit of the 
law, is not met by passing over to a subordinate in the department. 

Mr. Witson. That is correct. 

Senator ( sk. Now , of roe you have recognized that when you 
say that you would pass the buck up rather than down. 

Mr. Wurson. That is right. 

Senator Case. I think t would possibly b e better to go farther than 
that and to take the deahiae entirely out of the department, and the 
Renegotiation Board being an agency already established and working 
in this field, with price accountants and people who are familiar with 
the tax laws ai me the whole subject, and who do review these contracts, 
in the final analysis anyway might properly be employed. 

Mr. Wasa x. LT understand my responsibility and authority is such 
that I can’t take it out of dave partment, I have got to h: indle j 

Now if you men change the law, then that is different. 1 will do 
whatevel you want me to do. 

Senator Case. Then tu ning to the other phase of the matter, that 
s your own statement, in the first major paragraph there you say 
that you have decided not merely to clispose of all of the General 
Motors stoek which you now own, but also you add: 
and any which I am entitled to receive in the future under rights which accrue 
to me on the termination of my employment 

In youl testimony before the committee last week, you recited 
resolution of the board of General Motors in which it was provided 
that vou could be permitted to retain your rights to earn out the 
undelivered and unearned portion of all bonuses awarded you for 
periods prior to your retirement, and then you cite a letter from Mr. 
Sloan which outlined the basis for your participation, which says: 

Under the bonus plan, an award with respect to a particular year is determined 
and made after the close of that year and is payable in five installments 

Then going further in the letter it makes it clear that under the 
1952, 1951, 1950, and 1949 bonus awards, you would not have received 
the final part of those awards as of this date, and in fact the comple 
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tion of the payments of those awards would run through January 
1957 when you would receive the fifth cash and stock installment on 
the bonus award related to the year 1952. 

I bring that up to ask you how you propose to dispose of the stoc ‘k 
which you would receive as late as 1955, 1956, and 1957 out of the 1952 
business. 

Mr. Witson. I would promptly sell it if I were still in the employ 
of the Government, and the letter that Mr. Sloan wrote is a very 
complete disclosure of the whole thing, and there is nothing I can do 
from now on that would add to or subtract from what is due me on 
account of past se rvices. 

Senator Case. And these future bonus awards are related entirely 
to business which was before December 31, 1952? 

Mr. Wiuson. That is correct. 

Senator Case. That is all. 

Senator Krrauver. Would you yield, Senator / 

Senator Case. I am through. 

Senator Krravver. To clarify the matter, the bonus awards have 
nothing to do with the amount of stock that you previously owned, or 
OWh now ¢ 

Mr. Winson. That is correct. It was only what was considered to 
have been a proper reward to me for the work I did. 

Senator Case. Prior to this time, and determined prior to that time? 

Mr. Witson. That is correct, and the first payment has been made, 
as far as the 1952 one is concerned; and the award was determined, 
and there is nothing hanging out now whatsoever, nothing can be 
‘ hanged up or down. 

Chairman SauronstaLL. Senator Hunt? 

Senator Hunt. Mr. Wilson, I don’t remember of anything being 
put into the record with reference to any military record that you may 
or may not have had. 

Do you want to say anything along that line? 

If you have one, certainly it should be in the record, and if you do 
not, 1 think that should be in the record, because there is no doubt that 
there is a very justifiable reason. 

Mr. Wizson. I have no formal military record. 

In World War I, I was a young engineer at the Westinghouse Corp. 
I was offered a commission as a captain and the company made so 
much objection about releasing me, and pointed out how much I was 
contributing to their war effort. which was so, and while I had turned 
that one over in my mind, what my responsibility was as a citizen, I 
decided I was contributing to the country’s military program doing 
what I did. 

I was designing generators that you stuck out on the wings of an 
airplane. In those days, the airplanes had not been made with this 
war business in mind, so much, and communications were very difficult, 
so I designed a little generator to stick on the wing, there was no place 
to put it on the engine in those days, or anything like that. 

Then, I designed radio equipment, portable outfits that two men 
coule ; carry, one carried the batteries and the other a little dynamotor 
that I designed, and in those d: ys they had the crystal receiving sets, 
and they had to stick one terminal down in the ground, and they could 
hear and communicate perhaps 10 or 15 miles back, that is all they had, 
then. 
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Now, I worked on those kind of things. 

I happened to design the electrical equipment for the B truck that 
the Ordnance tried to standardize on. 

So, I thought I was serving my country properly. 

Senator Hunr. There is no doubt, Mr. Wilson, that you were de- 
clared to be a more essential—— 

Mr. Witson. That is correct. 

Senator Hunvr. In the work you were er.gaged in, than if you were 
in the service. 

Mr. Wirson. That is correct. 

Senator Hunr. Which was the case of many, many thousands. 

Mr. Witson. I think that might possibly have been true this last 
time. also, though no one offered me a commission. 

Senator Hunt. With reference to Mr. Stevens, he did not designate, 
or give to the committee, all of his stock holdings. He didn’t attempt 
to be evasive 

Mr. Witson. Who was that? 

Senator Hunt. Mr. Stevens. 

He did not attempt to be evasive, but simply was not asked, and 
without the opportunity, he didn’t give all of his stock holdings, did 
not get them all in the record. 

[ think that he probably owns stock in about some 14, possibly not 
so many, rather nationally known companies, like Owens-Corning 
Glass, General Electric, Sears Roebuck, General Foods, Yale-Towne, 
and one or two others. 

Now, do you think that he may find himself in just a little difficulty, 
disassociating himself so often from his responsibilities, unless he dis 
poses of his stock holdings ? 

Mr. Wurson. I haven’t seen the record of his testimony so I don’t 
know what is in it, and I think you gentlemen will have to take him up 
on his own. 

Senator Hunr. He will be before us again, I think, and we will 
find out then. 

Mr. Witson. I think that would be best. 

Senator Hunr. That is all, Mr. Chairman. 

Mr. Witson, On your previous question—— 

Senator HeNpricKson. I was under the impression that Mr. Stevens 
was to leave a record here, to vo in the record. 

Senator Hunr. Maybe he did and I did not see it. 

Mr. Witson. I understand you men were not interested in what the 
wives of any of the people had; you decided that wasn’t a thing yo 
really wanted to go into, because it really gets a little endless, if you 
start down that road. 

On your first question, this is the first time I have ever been drafted. 
I was not drafted in World War I, nor this last time, but this is the 
first time. 

Chairman SautronstaLL. Thank you, Senator Hunt. 

Senator Duff, do you have any questions ? 

Senator Durr. I have no questions. 

Chairman SALTONSTALL. Senator Stennis? 

Senator STenNis. Mr. Wilson, I wanted to ask a question or two 
more about Mr. Stevens, although I know of course Mr. Stevens will 
have to answer for himself. 
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I was very much lnpressed with him, with his attitude and appar- 
ent ability, proven ability; but I understood awhile ago you to say, 
your plan was to set up a procedure whereby they could keep their 
stocks—— 

Mr. Witson. That is correct. 

Senator STENNis. And operate al the same time? 

Mr. Wixson. That is correct. 

Senator STeNNis. Now, with Mr. Stevens’ vast holdings, which go 
almost across thi board, and many ot those companies are very active, 
as 1 understand in these contracts, you recognize that he would not 
be ¢ ompetent, under this law, for passing on any of this business which 
those corporations are interested 1 

Would that not circumscribe him so that you would be almost daily 
having to take matters out of his hands, or take over matters that 
would come to you by virtue of your ruling ? 

Mr. Wutson. I don’t think so, but again, I would have to look at 
his holdings, and if they are minor ones, I am sure that the one that he 

annot handle is the Stevens Co. itself. 

Senator Srennis. ‘That is right. 

Mr. Winson. Because his father started the business, his brothers 
were in it, and so forth. 

Phere is not any broad market for it, and he cannot handle that one. 

Now, I can handle the whole business more easily when a man has 
cot concentrated holdings, 

Senator SrTennis. Yes. 

Mr. Witson. Now, on the other side, some people argue, well, you 
could put your money in an investment trust which had a cross section 

* America in it, and no one would ever criticize that because you 
don’t know what is in it, you had no responsibility for what was 
pul nh it. 

I don’t know. I think all of us have to study this problem of how 
vou are disfranchising a man who has accomp lished something in the 
country, and the country has been vood Co, That is our American 
way of doing things, and I don’t think that you gentlemen want to 
distr: iunchise these men from their holdings in this country. 

Senator Srennis. That is correct, but as a practical matter with his 
vast holdings, I didn’t see how you were going to work out a plan that 
would keep from greatly circumscribing him, and I just want to know 
what your answer is to that from your viewpoint. But if you haven’t 
seen the list ot his hol lings, you couk | h: irdly answer. 

Mr. Witson. Bob and I will talk it over and we will set it up so 
it is handled promptly, efficiently, and properly. 

Senator STennis. But will you let us know about that before we 
take this vote on him? 

Mr. Wixson. He will have to speak for himself? I will talk to 
him as soon as I get out of this room. 

Senator Srennis. That is all I have, Mr. Chairman. Thank you. 

Chairman SauronstatL. Thank you, Mr. Stennis. 

In the absence of Senator C ooper, Mr. Symington. 

Senator Symrneron. Mr. Chairman, I would like to have the record 
show that I think that Mr. Wilson has had both the training and ex- 
perience to be a fine Secretary of Defense. 

In the paper this morning I saw an article which gives verbatim 
n detail testimony of the witnesses before this committee, and if it is 
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in order, sir, 1 would like to respectfully but earnestly request that if 
the witnesses and members of the press get the testimony, that mem 
bers of the committee have it also. 

Chairman Sarronsraty. The chairman respectfully answers the 
Senator by stating this: That up to the present time the transcript 
has been available to the members of the committee and Mr. Wilson, 
and no oneelse. ‘The pl inted copies have not been given out. 

The Chair has been talking with General Mudge, and the printed 
testimony of Mr. Wilson’s previous hearing, plus a limited number of 
copies of the trans eript of today’s he: aring, will be available to every 
member of the committee in full within 3 hours after this hearing 
ends, and available also in limited quantities to the press. Does that 
an wer the Senator’s questio1 ( 

Senator Symincron. Am I to infer by that, sir, that in the future 
we will have the testimony as soon as the witnesses have it . or other 
people 4 | 

Chairman Savronstaty. The testimony will be available to every 
member of this committee at the earliest possible moment after the 
earings are over, and they were in this instance, Senator Symington, 
upon request. 

Senator Syminecron. Upon request ? 

Chairman Savronsratn. Yes. And that will be the way that it 
would be available. 


Senator Russetn. Mr. Chairman, I should like to inquire as to what 
other d sposition is eolng to be made of this record. Someone either 
cd one of these little dictaphones in this room during this hearing, 


or else some Senator missed his calling and should have been a news 
paper reporter. It seems to me that in fairness to all the membei 
of the press, that this record should be made available not only to 
the Senators but to the press. 

One of my purposes in staying here was to make a motion that the 
press people who do not have authoritative sources of information 
from this committee should have a fair break and that they should be 
permitted to at least buy this record when it is transcribed if they 
wish to purchase it. 

I think that is the only fair way to deal with it. 

Senator Case. Mr. Chairman / 

Senator RUSSELL. | know it has all come out in chips and whetstones 
in the articles and columns that have appeared in the press, and it 
seemed to me, in the interest of fairness, that the people of the press 
who do not have reliable sources of information from this committee 
ought to have a fair chance to get the record along with those who do. 

Chairman Savronsraut. The Chair would say to the former chair 
man, who knows the problem better than does the present Chair be 
cause he had them over a period of years, and particularly through 
the MacArthur hearings—when the Chair received a notice from Mr. 
Wilson that he wished to clarify his testimony, he felt that it was his 
res ener e to try to give Mr. Wilson full chance to ck: irify before 
the first testimony was given out. For that reason the printed copies 
“he testintens were kept under lock and key. 

The transcript, as the Senator from Georgia knows, is available 
tO any member of th: committee, and the Chan did not feel that he 
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could keep any member of the committee from getting the transcript N 
of the testimony. mat 
Senator Russevi. It seems to me—if the Chair will pardon me— thes 
that in the circumstances it would have been fair to Mr. Wilson and M 
to the committee and to the country to have rele: sed this transcript éves 
where at least people would have known what was in it, and not have the 
one writer saying this was in it, and another : saying that was in it. Hus 
Senator Jounson. Could I make a suggestion, because I am going rele: 
to have to leave? The Senate opens. mal 
I can see there is no security involved, and I can further see that S 
columnists and others will be writing stories about the testimony going then 
on here. I had understood earlier this morning, at the beginning of Si 
the session, that the testimony would be released as soon as possible. ine: 
But is it the chairman’s intention now to retain all of the testimony C) 
affecting Mr. Anderson and Mr. Stevens and the other men and just sessi 
release that pertaining to Mr. Wilson ¢ Se 
Chairman SautronsraLt. The only name, Senator Johnson, that is M 
before us is Mr. Wilson’s name, and it is the Chair’s intention to mak, 
release it just as soon as the transcript of today is available. And C) 
from General Mudge, the Chair understands that will be within 3 Se 
hours. T) 
Senator Jounson. Would that not be unfair to Mr. Stevens? All them 
through this thing this morning we have been asking questions about lease 
Mr. Stevens, and the testimony before the other committees was most 
released even before the nominations are sent up, so why should not we Ww 
release it all? Sena 
Chairman SavronstaLyL. The Chair is subject to the will of the com- Ch 
mittee. As the Chair sees it, Mr. Stevens—the testimony in the other the y 
cases was released because the President designate had nominated he th 
certain secretaries. Now President Eisenhower is the President of Sai 
the United States. The only name he has sent before this committee there 
is the name of Mr. Wilson. He may never send the names of these to the 
other people. These people may never come before this committee at these 
all. Presumably they will, but perhaps they may not. And it seems Sor 
to the Chair that the minute General Eisenhower took the oath and recor 
hecame President of the United States, the matters before this com- Seine 
mittee were changed from the others. there 
The first act he did was to send in the names of every one except all of 
Mr. Wilson and Messrs. Kyes and Anderson, Stevens and Talbott. Ch: 
Those names are not yet officially before the Senate itself. And for mittes 
that reason it seems unfair to the Chair to release the testimony in part, comm 
lhecause when those names are sent in to the Senate, the committee will Sen 
hold further hearings on Messrs. Kyes et al. victin 
It was the Chair’s intention to release their testimony after their have i 
names were before us officially and the committee asked them further San 
questions. Then the whole testimony would be released. Sonste 
Now the whole procedure is unusual because, with the consent and Tat 
approval of the minority party, of which the Senator from Texas is have } 
the distinguished leader, they consented and went along with that cated | 
unusual procedure. ' quote, 
Now the Chair is entirely to be guided by the committee. It seems T he 
fairer to him not to release the testimony of people who were not purpo: 
officially before them for the simple reason that their testimony may in just 


never be released if their names never come before us. this co 
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Now, it seems unfair to the Chair to release the private and inti- 
mate conversations that the various people had with this committee if 
their names are not officially before us. 

Mr. Russet. Mr. Chairman, that may well be, but in the case of 
every other Secretary that was designated by President Eisenhower, 
the record was released, and they were exactly the same status—Mr. 
Humphrey and all of the others. Without exception, the record was 
released prior to the time that their nominations were received for- 
mally by the Senate of the United States. 

Senator Jounson. I think you do more of an injustice by keeping 
them. 

Senator Russet. That was true, whether the hearings were held 
in executive or in open session. 

Chairman Savronsrauy. All those hearings were held in open 
session. 

Senator Russe. No: they were not. 

Mr. Wirson. Mr. Chairman, would it be proper for the witness to 
make a comment ? 

Chairman SALTonstaLi. Not at the moment. 

Senator Russeiu. Just a minute. 

They were not held in open session, all of them. A number of 
them were held in executive session, but all of the records were re 
leased. I don’t have any particular interest in it because I heard 
most of the testimony. 

While my detailed recollection isn’t as good as that of some other 
Senators— 

Chairman SarronsraLy. The Chair wants to be guided entirely by 
the wishes of the committee. The Chair was trying to be fair, what 
he thought would be fair. 

Senator Russety. I have known the Chair for many vears, and 
there is no question that he is trying to be fair to the witnesses and 
to the committee, but the facts are that the hearings on a number of 
these other nominees were held in executive session. 

Some were executive, some were in open session, and all of the 
records were released, and I think that with all deference to the fact 
this one has not been released and it has leaked out piecemeal here, 
there, and everywhere else, has caused a oreat deal of confusion about 
all of these nominees. 

Chairman SavronsraLL, Are there any other members of the com 
mittee who wish to be heard? The Chair wants to be guided by the 
committee. 

Senator Durr. Mr. Chairman. in this release this morning, “Wilsoi 
victim of words,” you not only have one or two statements but you 
have got a number of detailed statements that are quoted. 

Senator Russeiti. That is not the first time that has happened, 
Senator Duff. Great extracts have appeared in a number of columns. 

I am not the closest reader of the newspapers by any means, but I 
have been reading about these nominations when the headlines indi 
cated that the article dealt with them, and there has been quote afte 
quote, and some of them were practically verbatim. 

I haven't seen a record myself, so I couldn't say the “vy were, but the *\ 
purported to be verbatim quotes, and the fact that it has come out 
in just a little detail here and a little detail there has added to all of 
this confusion, and I don’t think it has been fair to the witnesses. 
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Chairman Savronstauy. The Chair will just say this to Senator 
Russell: that he has tried and he urged the committee not to do that, 
but that is one of those problems that the Chair knows and Senator 
Russell knows is very difficult sometimes. 

Senator Russeti. Yes, sir; I am well aware of that. I have stayed 
in a state of shock for some 20 years seeing articles that appeared in 
the press had been given out by Senators, from executive sessions. I 
have never become accustomed to that. I have gotten accustomed to 
everything else here around Washington. 

hairman SALTONSTALL, Senator Kefauver / 

Senator Keravver. Mr. Wilson has been asked questions about the 
details of the holdings of Mr. Stevens and Mr. Talbott, and I think 
unless the whole thing is released, as Senator Russell has said, there 
will be a lot of confusion, misunderst: nding and b iF ame. 

Chairman Sa._Tonstrauu. The Chair will ask the opinion of the com- 
niittee. Does the committee fee ‘| that when t his | nearing is ove r and 
ee the t ranseript that is being prepared now 1s completed, which 

ill be approximately 3 hours after we have concluded this hearing, 
is it the op! nion of the comniittee that it is fairer and wiser to all these 
peo} le, even though their names may never formally come before 
this committee, although the Chair assumes they will, to give out all 
the testimony ¢ 

The Chair wants to do what the committee wants in this instance. 
He has tried to do what he t hought was fal rer tot he people and fairer 
to ~ committee to have the whole record before it was Olven out. 

nator Russety. The Chair is an idealist, and he was making that 
gocaee on the basis that it wasn’t coming out, but it has come out, 
and I think that it is fairer for it all to come out, and for that reason 
I so move, Mr. Chairman. 

Chairman SauronsraLu. Senator Russell has moved. Is there a 
second ¢ 

Senator Keravuver. I will second it. 

Senator Case. Mr. Chairman / 

Chairman SaLTONsTaLL. Question on the motion of Mr. Russell 
open for discussion. Senator Case. 

Senator Case. Mr. Chairman, on that motion, is it appropriate to do 
that in advance of giv ing these other persons allt Op portunity VY to re- 
appear before the committee 4 

Chairman Sauronsraty. The Chair would respectfully answer 
that 

Senator Case. Generally speaking, I am very much in favor of 
open hearings when they can be, and public business being open. In 
view of the fact, however, that we have a very delicate situation in that 
reference has been made to this other testimony, and that will appear, 
of course, 1n releasing Mr. Wilson’s testimony, some reference has bee) 
made to the stock holdings of some of these other parties in a very 
indefinite way. If it were at all possible, I should like to have these 
people have an opportunity to comment further themselves. 

Chairman Sauronstat.t. The Chair feels, on the comments of the 
eee of the committee. that the committee believes that it is 
fairer to the committee, and fairer to the men involved, to allow all 
the testimony of the previous hearing, and give out the testimony 
today, just as soon as it is ready, in one batch. 
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Does the Chair state the feeling of the committee / 

(No response. ) 

Chairman Satronstau. Then, if that is true, the Chair will carry 
that forward, and, there is a letter from Mr. Talbott which has been 
shown to the Chair, and which Mr. Talbott would like to have in- 
cluded, to clarify certain testimony that he gave in relation to certain 
questions of Senator Russell; and, without ol ection, that letter of 
Mr. Talbott’s will be included at the time— 

Senator Russet. By all means, the letter should be included. 

Mr. Talbott showed me the letter, and J] think in justice it should 
appear. 

Chairman Sauronstat.t. Without objection, the letter of Mr. Talbott 
will be included at the conclusion of Mr. Wilson’s testimony. 

Senator Russet. Or any other statement filed by any other of 
the witnesses, although there has been none received. 

Senator Case. I think it would only be fair to the other persons, if 
they were given an opportunity to see the transcript of the testimony 
this morning, insofar as it relates to their own holdings, so that they 
might have an opportunity to put in a statement, in supplement. 

Chairman Savronsraty. The Chair would respectfully say to his 
colleague from South Dakota that the Chair believes that is impossible 
and unwise if the testimony is to be released. 

Now, what testimony, what questions were asked this morning may 
be inaccurate, but that is the privilege of a member of the committee, 
ora privilege of Mr. Wilson, the witness, in answering, and it seems 
to the Chair that it would be very unwise to let anybody else red- pencil 
and correct the questions that were asked by members of the committee. 

Senator Case. That isn’t what I had in mind—— 

Senator Russeti. Mr. Talbott saw a copy of the hearings when he 
appeared before the committee, and he was of the opinion that he 
had not made his position perfectly clear in two or three instances, 
so he addressed a letter to the chairman of the committee, in which 
he undertook to clarify his testimony. 

Mr. Talbott was gracious enough to come to my office and say that 
he had written this letter, and I told him I thought that was the very 
proper procedure for him to take, and for him to get the letter in 
the hands of the chairman of this committee, and have it become a 
part of the record. 

I assumed it would be a part of the record. 

Senator Case. I would like to have Mr. Kyes and Mr. Stevens have 
the same privilege that Mr. Talbott has. 

Senator Russeiu. I think that both of them have had the same 
opportunity. 

Chairman Sarronstati. Will the Senator yield ? 

Senator Russeii. Yes. 

Chairman Sarronstati. Both Mr. Kyes and Mr. Stevens, and Mr. 
Talbott have been over the record of the last testimony and have had 
an opportunity to correct it before it was printed. , 

Senator Russett. Mr. Chairman, I hope that I am not being un 
fair to these gentlemen. There is nothing further from my purpose. 
I am trying to be fair to them, and to the committee and to the coun 
try, and I am perfectly willing, and I think it would be appropriate 
for this record, as soon as it is ‘compiled and released, to be furnished 
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to all of these gentlemen who have been designated, and if they de- 
sire to file any further statements in clarification, before they appear 
before the committee again, as we assume that they will, that that 
be received by the committee, and likewise released to the press, 

I don’t think anything could be fairer than that, than giving every- 
body the same opportunity. 

Senator Casr. That is fine. 

Chairman SALTONSTALL. Without objection, that will be done. 

(Letter dated January 19, 1953, signed by Harold E. Talbott, Is as 
follows :) 

JANUARY 19, 1953. 

DE\R Mr. CHAIRMAN: Since my appearance before your committee on January 
16, 1953, I have prepared a statement which I hope will clarify one of the points 
raised during the course of the hearings. May I respectfully request that the 
following statement be inserted in the record as a part of those hearings. 

From my testimony upon the subjects of the Hughes report and the litigation 
between the Government and the Dayton Wright Airplane Co. it may appear 
that these matters were related, being two phases of the same controversy. Such 
is not the case. The Hughes report preceded the litigation by several years, 
] r filed in Anevst 1918. 38 months before the armistice. The recommended 
court martial of Colonel Deeds was not carried out and he was completely 
exonerated by a board of review appointed by the Judge Advocate General. This 
subject is thoroughly covered in a book entitled “Colonel Deeds, Industrial 
Builder” by Isaac F. Marcossen, published by Dodd Mead & Co, in 1947, 

The litigation arose in 1922 out of the claim of the Government that a 
certain settlement contract purporting to adjust and settle all matters between 
the airplane company and the Government was not final and that some $2,500,000 
was due the Government as overpayments under the several contracts. No 
fraud or other wrongdoing was charged, nor was the Hughes report in any 
way the basis of the Government's claim. The position of the airplane company 


was upheld in every respect by the United States Circuit Court of Appeals, 


Sixth Circuit, reported in 21 F,. (2d) 673. The coneluding paragraph of that 
opinion reads as follows: 

“Nor are we impressed that defendant's profits were so unconscionable as 
to justify taking them away upon any vague grounds, if indeed, that might 
even be done. The contract, or rather the series of contracts which were prac- 
tically a unit, occupied some 18 months; the original capital invested was about 


$1,000,000 but, with borrowed money, general debts, and reinvested profits, the 
average capital employed during the last year was some $5,000,000. The total 
cost to defendant of its output was some $27,000,000 and its final net profit from 
these contracts, after it had paid the excess-profits taxes imposed to meet this 
kind of a situation, was about $1,000,000. Plaintiff proposes to find a reason- 
able profit by computing an annual percent, of customary amount, upon the 
original capital investment; on the other hand, where much additicnal capital 
is borrowed and both business and reputation, indeed financial existence, are 
involved, businessmen commonly compare their profit with their output. Upon 
this basis the profit, even including bonus, was not over 4 percent. We agree 
with the district judge that, under the circumstances, ‘the actual profits of 
manufacture (excluding special depreciation) were neither exorbitant nor ex- 
CeSSIVE Upon the entire record, the case will be remanded, with instructions 
to dismiss the bill.” 

Che suit referred to in my testimony as a countersuit was in fact a suit by 
the airplane company for recovery of excess-profits taxes and in no way con- 
nected with the litigation mentioned above. 

Sincerely yours, 
Haroip E. TAgort. 

Chairman Sattonstati. Senator Cooper ? 

Senator Symineron. Mr. Chairman, I have not finished my ques- 
tions yet. 

My son is getting married, and I would like to continue to com- 
pletion, if I may. 

Chairman Sarronsraty, Certainly, Senator. 





Ser 
will | 
the re 

Sei 

Chi: 


terru 
Ser 
you, | 
Ser 
Russe 
Mr. 
Are 
Hard 
“Tnqu 
Unite 
Mr. 
Sen 
the st: 
with | 
comm 
hot tr 
Mm 4 
mittee 
into tl 
Gover 
It h 
its rey 
Seconc 
The 
tices, ¢ 
The ( 
bids sul 
and one 
fenerat 
to Chry 
The 

1. W 
than tl 
2. WV 
3. W 
differe 
to Chr 
The 
Le 
turers ¢ 
price si 
tacit w 
in at le 
from a 
House 
ar 
motive 
may we 
report) 


NOMINATION 135 


Senator Kerauver. I don’t understand that releasing the testimony 
will be held up while they decide whether to add anything else to 
the record. 

Senator Russeiu. No, indeed. 

Chairman Satronsrautu. No, and the Chair apologizes for the in- 
terruption, Senator Symington. 

Senator Russeint. | am the one to apologize, because I interrupted 
you, but I did want to have that clear in the record. 

Senator SyMineron. It is always my pleasure to yield to Senator 
Russell. 

Mr. Wilson, I would like to ask you this question, sir: 

Are you familiar with an investigation made in 1951 by the Porter 
Hardy subcommittee of the House Expenditures Committee, entitled 
“Inquiry Into the Procurement of Automotive Spare Parts by the 
United States Government” ¢ 

Mr. Wintson. No, I am not. 

Senator SyMineron. | would like to read, then, briefly, some of 
the statements in that report and because Mr. Wilson is not familiar 
with it, I would suggest that he furnish, as soon as he can, to the 
committee, his Opmioh W th respect to this congressional report and 
ttryv to answer it now. 

li June, July, and December of 1951, the Porter Hardy subcom 
mittee of the House Expenditures Committee conducted an “Inquiry 
nto the procurement of automotive spare parts by the United States 


Cit verhnment, 
It 


I hearl os both in Washington and in Detroit ai d issued 


> 


it re] Pls II use Report No. ISll of the Righty second Congress, 
Second session. \pril Yd, 1952 


The purpose of the Inquiry Was to investigate the following prac 


tices, described as follows on page | of the House report: 


The Government advertised for 1,000 generators of a certain type Of the 

bids submitted, two were significant, one from Chrysler Motors for $77.20 each, 

from Klectric \uio-Lite for SST each investigation disclosed that the 

gener: rr was n tact made by Electric \uto-Lite nd had been previ sold 
to Ch er for $52 each 


The committee ought to discover: 

1. Why the manufacturer, Electric Auto-Lite, should bid higher 
than the vehicle assembler, ¢ ‘hrysler Motors: 

2. Whether this was a general trade practice 5 

What benefits the Government was deriving from the enormous 

d fl rence Wn price b tween the SHv paid by ( hry lea al a the S87 paid 
to ¢ hrysler by the Government. 
The subcommittee found: 

1. That it was a general trade practice for spare-parts manufac 
turers either to refrain from bidding, or to bid at an exorbitant selling 
price so as to assure the contracts being awarded to the assembler. 


That these practices “were based upon long-standing customs or 
tacit understandings in the industry,” and “there was evidence that 
in at least one instance a ve hicle assemble r exacted an express promise 
from a unit manufacturer not to compete Tor parts business” (p. 9, 
House report). 

3. “The Government is by far the largest single customer for auto 
motive replacement parts” and that “about a billion dollars a year 
may well be paid out in the parts program alone” (pp. 7 and &, House 
report - 
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That the estimated loss to the Government as a result of this 
pr ial over the fiscal years 1949, 1950, and 1951 was estimated at 
over $305 million (p. 801, hearing). 

The most frequent defenses of this practice by the industry were: 

The Government receives the benefit of expert inspection of the 
parts by the vehicular assembler, and 

That the manufacturers of spare parts lack adequate packaging 
facilities. 

In answer to these allegations the committee contends that: 

The Government’s inspectors are actually charged with the 
responsibility of inspecting the parts, and 

2. Packaging facilities or services wre available to the parts manu- 
facturers (they did almost all their own packaging during World 
War IT), and in fact many of the parts bought from vehicle assem- 
blers are shipped to the Government directly from the manufacturer 
and do not go through the vehicle assembler at all (p. 6, House 
report). 

The general practice in the automotive industry of purposely di- 
verting parts to vehiculer assemblers rather than to parts manu- 
facturers was publicly revealed in a Federal Trade Commission report 
in 1939 (p. 2 House report), and again in 1944 through an investiga- 
tion of the Meade committee. I would like to say at that point, Mr. 
Chairman, that this has been told me, but I am not stating it as 
something I have actually investigated myself. 

Senator Frrcuson. On the Meade committee ? 

Senator Symrneron. Yes. 

Senator Fereuson. I can say it was investigated, if you want that in. 

Senator Symrneron. Senator Ferguson said he was on the Meade 
committee and that it was investigated. 

A suggestion has been made that the Government require the car 
companies to furnish the Government the blueprints of any part 
for which the Government has paid the cost of development so that 
the Government may make these blueprints available to any parts 
manufacturer who may want to bid on a contract. 

It is stated that one of the practices that has prevented true com- 
petitive bidding in this industry has been that the car companies 
have refused to furnish the Government with blueprints of parts for 
which they are bidding. Thus the Government can only advertise 
for certain parts on the basis of a car-company parts number. When 
this happens the independent parts manufacturers have no way of 
recognizing to which parts the bid applies—even though they may be 
making the very part for the car in question—and in this way they 
are prevented from bidding. If the Government were furnished the 
blueprints, however, and made them available to any prospective bid- 
ders, all would be equally capable of meeting the specifications. 

I would submit that, Mr. Chairman, to ‘Mr. Wilson and ask him 
to give his comments to that on the record when it is convenient for 
him to do so. 

Mr. Wixson. Senator, I am an amateur at this business, and will 
you pardon me if I have a little suggestion about it. 

Chairman SauronsratL. Might the Chair interrupt, Mr. Wilson? 

As the Chair understands the distinguished Senator from Missouri 
to say that he does not ask you to comment on that at the moment, 
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but does ask you to comment upon it after you have studied the record 
and have an opportunity to consider it. 

Senator Symineton. That is correct, 

Mr. Wirson. Well, as I say, I am an amateur at this, and I would 
just like to talk to you about it. If your were satisfied to take this mat- 
ter here and refer it to me as one of the things that would be helpful to 
me in getting the cost data and putting it in the record, I would do 
that, but for me to study those records here now and try to tell you 
what I am going to do about the past seems to me to be sort of an un- 
necessary burden on me. 

Now if you take it the other way and have the record show that you 
put it in and presented it to me in a helpful way, I think it would 
be fine to do it. 

Chairman Sautonsratt. Mr. Wilson, might the Chair take this 
opportunity to say this. He says this with a smile and he hopes with 
a helpful spirit to both the Senator from Missouri and Mr. Wilson. 

The Senator from Missouri has sat in the seat where Mr. Wilson 
is sitting many, many time, and he knows as a former executive, that 
many questions are asked that may be material, may seem very im- 
material, may seem to be all in the past and utterly unnecessary. 

The Chair would hope that Mr. Wilson realizes that he will be 
asked many questions of that type whether he thinks they are perti- 
nent or not, and the Chair is sure the Senator from Missouri would not 
ask it if he did not think it is pertinent, because he has been through it, 
and the Chair hopes that Mr. Wilson will be guided by that. 

Mr. Winson. I recognize those are pertinent problems. 

Senator Symineron. Mr. Chairman, I will not yet yield to the wit- 
ness. I was trying to help the witness because these questions were 
given to me, and I very carefully have eliminated any reference to 
some of the activities of his own corporation in the matter. 

I am simply putting this in the record in an effort to help the wit- 
ness clarify his position before the committee, and asking that he give 
any comments which he thinks advisable to the statements which have 
been given to me. 

Chairman Sauronstau.. At a future time. 

Senator Syminoeron. Yes, at a future time after he has had a chance 
to look them over and refresh his memory, or on any other basis that 
he would like. 

Chairman Savronsraty. That is what the Chair understood the 
Senator from Missouri to mean. 

Senator Symineton. Thank you, Mr. Chairman. 

Mr. Witson. I would like to be clear on how I do it. Do we have 
another hearing ‘ 

Chairman Sauronsratt. Well, Mr. Wilson, the Chair would say 
that you would be warming the seat in which you are now sitting on 
many occasions in the next few months, and that if you are confirmed 
as Secretary, you will have ample opportunity to sit in that chair and 
to answer Mr. Symington and to tell us a lot of other things, or you 
can put it in writing. 

Mr. Wusson. If it is satisfactory to the Senator, I would like to 
say I will do it whenever you men give me the opportunity, and if 
you do recommend me for the job. If I am not recommended for the 
job, why, then I don’t think I need to bother with it. 
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Senator Symineton. Mr. Chairman, I don’t think that the witness 
vet understands that what we are going to do with what he tells us 
after he has had a chance to examine it. is to make it a part of the 
present record. 

Chairman SavronsraLy. That is correct. Are there any further 
questions, Mr. Symington / 

Senator Syminetron. Yes, 1 have another question, gr if J may. 

Mr. Wilson, I would like to be sure that I understand your position. 
\pparently now vou ado think It 1s ady isable or necessary, or both. for 
you to sell your stock, and not advisable or necessary for your sub 
ordinates Ih the Department, who are far closer to procurement in 
the Department than you would normally be, to sell their stock. Is 
that correct, sir ¢é 

Mr. Witson. That is correct: and IT will explain why I think it is so 

There is a perfectly feas ble way for them to step aside and for 
me to issue directives that tiey are not to consider or pass on any 
procurement matters that deal \\ ith companies where they have an 
interest. The very fact, as Senator Byrd pointed out in the Senate, 
that I have this great power and responsibility as Secretary, or 
will have if you confirm my nomination, also means that I have 
sufficient power and authority to do the very thine that I am talking 
about, and you are the men that can judge that, but that is my final 
analysis. 

I figured that I was the fellow on that who had to take the rap, 
and made up my mind to do it. But in doing it. I think I have set 

pa prac tical way to handle the business. 

Senator Symineron. I have no further questions, Mr. Chairman. 

Chairman Savronstauti. Thank you, Senator Symington. Mr. 
( ooper ¢ 

Senator Cooper. Mr. Chairman, I may ask some questions that have 
been asked, but 1 want to be perfectly clear in my own mind about 
come of these facts. 

The witness has said, and I agree as I understand the policy 
behind section 434. so there wouldnt be any possib litv of a confliet 

interest between the Secretary in any business he may have in 
that position, you sald you were cvoing to civest yourself of the 
39.470 shares of stock that vou now own ¢ 

Mr. Winson. That is correct. 

Senator Cooper. And dispose of it. 

As I remember it, vou said you would make absolute disposition 
ot those shares ot stock. sO there would be ho possibility of your 
having any further beneficial interest in it, or any recapture of that 
stock ¢ 

Mr. Witson. That is correct. 

Senator Cooper. Senator Case asked a question about the stock that 
you may get as a bonus—and I want to bring that out, and I would 
like to present my views about it and ask the witness about this. 

You said the other day that the bonus committee had made an 
absolute determination that certain shares of stock would accrue to 
vou in the years 1954-57 ¢ 

Mr. WiLson. That is correct. 

Senator Coorer. I think the total is 1,737 shares. Now, you already 
have the beneficial interest in that stock, haven’t vou ‘ 
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Mr. Witson. Well, it is a peculiar kind of an arrangement, and | 
don’t know how to do anything about it until I have possession Ot 
the stock. 


Senator Coorrer. Could that stock be now taken away from you by 


ny decision of this bonus committee 


Mr. Winson. It could not. Mr. Sloan’s letter is very clear on that, 
ind that was one of the things that before I told our new President 
that I would take the job, I said, “I've got to clear that up.” 

l contacted Mr. Sloan. He had a meeting of the committee, and 
I ud, “I cannot have hanging out over me an appreciable umount 

money with the provision in the plan that if I did anything 

mical to Gweneral Motors, which Was put in SO that | couldn t vO 
\ ih a compel tor, ou have got to cieal that one up.” And it was 
leared up technically and formally and irrevocably that nothing 
I ado 

Senator Coover. Chat is the point | want to get to now. You have 
vota b elk nterest jn th st K Which Cannot be taken Trom vot 
by the company 

Mr. Winson. That is correct 

enator Cooper. Except for the fact that you have not vet received 
t You have the same kind of a pecunlary interest, then, that you 
had in the 39.470 shares of stock ; isn't that true ¢ 

Nii \\ ILSON. { pote tinlly would cet the stock some day, according 
to the plan. I would vet it whether | take this job or not. 

Senator Coorer. | know that, but 1 would like to ask you this. In 

] 


What Way does the ch posal of the shares that you do have differ from 
the d posal of an interest which you say is certain to accrue to yo i 
Don't you think that you could dispose of it in the same Way ( 
Mr. Witson. There is no way I could do that, sir. 


Senator Coorrer. My point in raising this, it is my view that if this 


determination has been made that he has a beneficial interest in 1.737 
shares of stock, if it 1 hiportant to dispose of the stor k that he does 
hold with the idea that he might possess an interest which might 
by 29 out a conflict of interest in this degree—will you receive ai \ 
dividends on that stock until it is actually turned over to you 4 


Mr. Wirson. I receive what is called a dividend equivalent. 


Senator Coorer. Before this stock is delivered to you, the company 
sets aside for vou the d vidends on the stock ¢ . 

Mr. Winson. Phey make the commitment with me that some day 
they will turn over to me those shares of stock, if after retirement o1 
after termination of my services W th General Motors. | don’t do any 
thing inimical to the corporation, and the ruling has been made irrevo 
cably that nothing I did in Government would be so construed. 

Senator Coorrer. Take this case. You sald im your statement some 
time in 1954, 605 shares of stock would be turned over to you. Will 
vou receive any dividends on this stock until it is actually delivered 
to vou j 

Mr. Winson. Not dividends. but what they call dividend equivalent. 
I don’t even know whether the corporation has got that stock. 

‘The commitment is that some day they will turn it over to me. 

Senator Durr. Will the Senator yield? As I understand it, Mr. 
Wilson, this is a right that has no value until a future date. 

Mr. Witson. That’s right. 
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Senator Durr. And there is nothing accrues to you of a definite 
character until that future date? 

Mr. Wiurson. That’s right. 

Senator Durr. And the only reason there was any question about 
it at this time is that the company has indicated by reason of you 
taking this position, that anything that you do in this particular 
position will not cause a forfeiture of any right that you have. Is 
that correct / 

Mr. Witson. You are absolutely correct, Senator. 

Senator Coorrr. You have the absolute right to receive certain 
shares of the stock, 1,737 shares of stock ? 

Mr. Witson. Yes. 

Senator Cooper. In the General Motors Co., which is doing business 
with the Government. 

Mr. Wirson. That is correct. And I have made the commitment 
that I will sell it when I get any right to it, but I have no rights now, 
otherwise I would have to pay tax on the stock. It isn’t mine yet. 

Senator Coorer. I just want to clear up a few things. 

Mr. Witson. It is an unusual thing, and I am very frank about it. 

Senator Cooper. You say that you own some bank stock in two 
banks, one at Anderson and one in the National-Bank of Detroit. 

Senator Byrp. Will you permit me, Senator, just to clear one thing 
very definitely. As soon as you receive this stock, Mr. Wilson, as a 
part of your bonus, you are going to sell it immediately 

Mr. Wirson. I will sell it immedi: ately. 

Senator Byrp. I just want to make clear for the record that he 
can’t sell the stock until he receives it, but as soon as he does receive 
it, assuming that he is at that time the Secretary of Defense, he will 
sell it. I mean I want to make that very clear, because that is re- 
lated to the nearly 4,000 shares that he owns at present. 

Senator Coorer. The question I was raising, the fact that he has a 
right to receive it does not give him an interest in the business which 
would make that stock valuable. Now you stated that you owned 
some bank stock in the Anderson bank and in the National Bank of 
Detroit. 

Mr. Wirson. That is correct. 

Senator Coorrer. Do either of those banks do business with General 
Motors in any apprec liable way? 

Mr. Wixson. They do in the sense that the Anderson bank happens 
to be the largest bank in Anderson, Ind., where General Motors has 
some plants, and they have accounts, General Motors has accounts in 
there, payroll accounts. 

The bank does business with General Motors. Now the National 
Bank of Detroit does the same thing, just like General Motors does 
business with the banks, just like any other concern in those cities 
does business. 

Senator Coorrer. You are not a director in those banks ? 

Mr. Witson. Not any longer. 

Senator Cooper. One other question I want to ask about it 

Senator Kerauver. While on the question of banks, did Mr. Wilson 
state what percentage of the stock of the two banks he owned, so the 
record will be clear as to that ? 

Mr. Wirson. I own 1 percent of the National Bank of Detroit. 
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Senator Kerauver. Do you know the percentage of the Anderson 
bank ? 

Mr. Witson. It is 303 shares, a very small percentage. If there is 
any point to it, I will dispose of that. 

Senator Coorer. You stated that you possibly would dispose of 
some of your stock holdings to the family. Do you consider that 
would raise any question of any conflict of interests with your po- 
sition ¢ 

Mr. Wirson. No, I wouldn’t think so. 

Senator Cooper. In dealing with General Motors? 

Mr. Witson. No, I don’t think so. 

Senator Coorer. Mr. Wilson, you have thought it necessary to your- 
self to divest yourself of your stock interest so that you would be 
perfectly free to deal with General Motors. Why is it that you do 
not think that Mr. Talbott or Mr. Stevens would be in the same posi- 
tion or take the same position as you have? 

Mr. Wixson. Because they can step aside and I can issue directives 
under my authority telling them to do it, completely clearing them. 

I have nobody to do that with, and the question has been raised 
whether I could even delegate that responsibility to the President. 
I think I could, and he thinks so, too, but that is a matter I said we 
will clear up. 1 will put myself in a completely sound technical posi- 
tion so that I don’t know how anybody could criticize me for it. 

Senator Coorer. Do you think it would be better if the Secretary 
for Air and the Secretary for the Army were perfectly free to attend 
to all of the business of their departments and not be disqualified for 
any reason { 

Mr. Wiutson. Well, 1 would rather have a good man on 99 percent 
of the business and take care of the 1 percent myself than I would to 
have a second- or third-class man on a 100-percent basis, and I am 
sure it is in the interest of the country that we do that. 

Senator Coorer. That is all I have. 

Chairman Savronstautn. Thank you, Mr. Cooper. 

Are there any more questions by any member of the committee / 

Senator Russe... I have one or two more questions. 

Chairman SALTonsTALL. Senator Russell. 

Senator Russeiit. One phase of this matter that Senator Cooper 
dealt with I would like to inquire into, and perhaps due to the fact 
that I have not studied the record as carefully as 1 should have, I do 
not exactly understand the status of this stock that you are to receive, 
Mr. Wilson, as part of your bonus. That stock will be issued to you 
on an annual basis? 

Mr. Wiuson. It is all in the letter, in the record, and Mr. Sloan’s 
statement. It is very complete. 

Senator Russe... | understand it has already been earned and is for 
services already rendered. 

Mr. Wiuson. That is correct. 

Senator Russet. I am not the least bit disturbed about that phase 
of it, but it seems to me that if that stock is to be issued Say 2 
years from now, when it is issued will it have the same market value 
of other General Motors stock at that time ? 

Mr. Witson. Yes; it is the same thing. 

Senator Russeii. 1 am very frankly concerned about that phase 
of it, Mr. Wilson, because it would seem that the value of that stock 
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would be let by the Department of Defense. 

Mr. Winson. It is relatively infinitesimal and unimportant com- 
pared to the 88 million shares of General Motors. 

Senator Russen.. Yes, sir. 

Mr. Winsox. And I don’t know what to do about it. 

Senator Russert. You do not have such a vested right in that you 
ould dispose of t at this time? 

Ir. Witson. I cannot. No: it is not mine. 


Senator Russert. | do not understand that because T thought they 


2 vears hence would be very directly related to the contracts that 


{ 


that as part of your conipensation for 1952 you 
vould receive 1n ] X shares of stock in General Motors. 
Mr. Wiutsoxn. They made a commitment that some day I would 


receive it under certain conditions, and those conditions are that I 


aa ale w\ lex lared 
Yo4 


ado not ado anything inimical to the interests of eneral Motors in 
the meantime. But the committee has ruled that nothing that 1 would 
do while I was in the service of the Government would affect it. 
But they still have—I might not make good on this job, you know. 
You are interested a little in that, I suppose, or I am. 

I m eht not be here more than a Vvear, or I might—life is short. 
You do not know whiat happens to people. And there is still a cloud 
over that stock, and it is not mine. I do not know even whether the 
orporation has it. They just made a commitment under certain cir 
umstances they would deliver it to me. 

Senator Durr. Will the gentleman yield ¢ 

Senator Russetut. Yes 

Senator Durr. Am I correct in this—that if vou would leave the 
(iovernment and would take employment with some other corpora 
tion, automatically all your rights would be forfeited in that stock ¢ 

Mr. Wirtson. That is right. 

Senator Durr. And therefore youl right to receive it is predicated 

pon the fact that you do not do a number of things that are pre 
judicial / 

Mr. Winson. That is might. 

Senator Durr. And since future acts of yours are to determine 

hether or not you get 6; you therefore do not have any present 
rights at all in the stock until those things have happened; is that 
correct ¢ 
Mr. Winson. That is correct. 


Senator Russetn. Mr. Walson, | hope vou understand that in none 


of these questions we have asked you here there Is anything personal. 
We ao not pass these lay for good 1 ie] We peatss them for those 
that might be tempted to be bad men: but we have to apply them 
ial o all me of all | ds when they come before this committee. 
Mr. Witson. That is mght 
Senator Russet. A L | m still concerned about that stock. If 
that issue, I say in all frankness, is raised on the floor of the Senate, 
it the value of that stock over a 3-vear period will be directly 


atlected | \ the volume ot bus hess clone with General Motors, and by 


the profits that acerue to General Motors from Government contracts, 
it if raises practi ally the same question as the stock that you now 
old in fee simple. 
Even though the delivery is in the future, you know that you are 
rong to get that number of shares of stock. And I anticipate that 
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f that issue Is raised, it will appeal to a number of Senators as being 
exactly on the same basis as the stock you now hold. There may be 
technical difficulties in the way that prevent you from disposing of 


Senator Cask. Would the Senator vield / 

Senator Russenu. Yes. 

Senator Case. | think that question may arise, Mr. Wilson, not 
erely with respect to the value oft the stock, but with respect to 
the provision that there 1s to be palda dividend on that stock. 
Russet. That is right. 

Senator Case. And the rate of that clin dend probably would be 
fected \nd it occurs to me I feel that Mr. Wilson 1s trying to 
yeverything that he can to put himself completely in the clear and, 

»f the mud—it might be that 


{ 
he would want to think about this problem and I think you have 


= rol 


is he Savs, to vet his feet completely out 
: ht a 1 ; 

raised a question there ne might want to think about it and come 

some concrete proposal VW hye reby he would divest himself ot 

inv interest in the appreciatiol of that stock or the dividends there 


Senator Russenu. \s I see is from : purely technical legal stand 
point, that stock stands exactly in the position of that he has now. 
The 1 l s that his acts are going to affect the value of it and the 
dy dends returned upon it. 

Mr. Winson. Senator 


senutvol Rt SSELL. Now. Mr. Vilson. Vou say you cannot clispose of 


that stock, Have you exhausted every effort to see whether you Can 
adispose of it 4 ; 

Mr. Witson. Yes. I really raised that question, but 1 would like 
to tell you this: I will make one more effort to see what can be done 
ibout it. I know what you are talking about, but I really feel you 


are giving me quite a pushing around. If I had come here to cheat, 
{ wouldn't be here. 

Senator Russeiy. | am sorry you feel that way, Mr. Wilson. IT am 
not trying to push you around, but I have my responsibilities, too. 

Mr. Witson. T understand that. But Lam just human, and I am 

ing a ereat sacrifice to come down here. 

nator Russei.. That isthe very point | was making: If you made 

crifice with relation to the 89,000 shares, why don’t you clean the 


hole matter | pand vet your feet on the « ry oround by making some 


irrangements to dispo e of this stock ¢ 

Mr. Winson. I tried to do it, but I did not know how to do it. J 

| make one more commitment with you. 1 will take another look 
it 16, al “there ho way for me to dispose of it, I will make a com 
mitment with this committee that any of this dividend equivalent 
hat Ire ive Ih any increase 1n the value of the stock over the present 

rket value, I will give to charity. If I can’t clean it any other way, 
I will do that Is that satisfactory, sir? 

Senator Russeiu. I think that is very laudable, Mr. Wilson, but you 
now sometimes relat vely mple matte are omp lic ited and mag 
e¢ 1) someth he that is involved even though it has a worthy pul 
pose. And that would certainly put it in a different status. 

Mr. Winson. I will make that commitment. 

sel or Russevi. [ would also like to have youl commitment that 
Vou \ ould see if you can find some means of dispo o of this stock and 


aivest g youl self of it completely. 
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Mr. Wirson. I will make one more effort to do it, and if I cannot 
do it, I will give the chairman of the committee a letter saying what 
I will do with the dividends equivalent and the value of the stock, the 
increasing value of the stock. 

Chairman Sarronsratt. Mr. Wilson, the Chair would say this: 
That the General Motors committee on this subject has stated in 
writing to you in connection with this new job that is being discussed, 
that the General Motors bonus and salary committee has said that 
anything that you do as Secretary of Defense would not be injurious 
under this contract to the General Motors Co. 

It seems to the Chair, if they are willing to go that far with you, 
which is a very unusual procedure, the Chair would believe then they 
are willing to go a little bit further and make an exception in your 
case, or anybody going into the Government, that any General Motors 
stock to which he is entitled he will get in cash rather than General 
Motors stock. And the cash value will be determined today or to- 
morrow, when the decision is made. 

It seems to me that would cover it. 

Senator Russetn. I think that would. That would be the equiva- 
lent of the sale of the stock at this time. 

Chairman Sauronstatu. And it seems to the Chair that might be 
possible. 

Mr. Wutson. The bonus plan of General Motors is a highly tech- 
nical one that was approved by the stockholders, and I am sure my 
General Motors friends will go as far as they can within the limits—it 
is the same kind of problem we are discussing here, you know. You 
have certain rules. They even talked about could they pay me the 
whole thing in one lump sum. They decided they could not do that 
without going to the stockholders. That takes a long time and is a 
very expensive thing. 

But I would like to make a commitment that I will take another 
look at it to see what can be done to clean it up, and if I cannot get 
any changes made in it, I will take the dividend equivalents that I 
receive and any increase in value of the stock that I might receive 
during this time, and when I receive the stock and when I receive the 
dividends, I will give it to charity so that I do not get it. 

Now I do not know much more that I can do. 

Senator STenNis. May I ask one question on the dividend equiva- 
lent, Mr. Chairman ? 

Chairman SaLronstaLu. Senator Stennis. 

Senator Stennis. Mr. Wilson, is that dividend equivalent just what 
the word signifies—a sum equal to the dividends ¢ 

Mr. Witson. That is right. Now, the reason they say that is be- 
cause the stock is not necessarily there at this time, but it is going to 
be there at a future time. Then they may have to buy it in the open 
market. 

Senator Srennis. And you are going to see if they will just give 
you a lump-sum settlement for the entire bonus contract; is that what 
you have in mind ¢ 

Senator Russe... [am not concerned about the monetary payments. 
I am not concerned about them. They have been earned. I am talking 
about this stock. 





Ith 
it this 
share: 

Sen 
for th 

He? 
and le 

Mr. 

Sen 
charit 
stock | 

Mr. 
value 
value 
ning t 

Cha 
this m 
will m 
by wr 
your ¢ 

Mr. 
furthe 
minde 

Cha 

Mr. 
operat 
right 
bonus 
counse 
as any 

Cha 
Wilso 

(No 

Cha 

Mr. 
to you 
and gi 

Mr. 
just lil 

As ] 
comm! 

Secr 
tive se 

Gent 
of fors 

I we 
cause | 

I me 

(Th 

Chai 
Mr. W 
tive se: 

Mr. 
testimc 





NOMINATION 145 


I think he has come here and made a great sacrifice, and if he handles 
it this way, he leaves himself where he was before he sold the 39,000 
shares. 

Senator Coorrer. That is the reason I raised the question, Senator, 
for the exact reason you do. 

Here is a man who says he has disposed of 39,000 shares of stock 
and leaves a few shares which, I think, are in exactly the same position. 

Mr. Witson. They were not mine. 

Senator Coorrr. And also that he proposes to give the dividend to 
charity would not suflice, because he has the interest of keeping the 
stock at the same level. 

Mr. Witson. I make the further commitment that any increase in 
value of it I would give to charity. 1 will take the present market 
value as of the day you men confirm me, if you do. And I am begin- 
ning to think you would be doing me a reat favor if you do not do it. 

Chairman Sarronsran. Mr. Wilson, m: Ly we leave it this way on 
this matter which Senators Cooper and Russell have raised—that you 
will make the effort to clear up this situation and notify the committee 
by writing the Chair as to what you have done and what the result of 
your efforts may be? 

Mr. Witson. That is right. And in addition, I will make the 
further commitment that if I cannot change it—I got some tough- 
minded technical friends in General Motors, too, you see. 

Chairman Sarronstauy. Thank you. 

Mr. Wirson. And within the limits of their authority they will 
operate for me, but they won't stretch the authority because it comes 
right from the board of directors. They are just as careful. The 
bonus and salary committee has got a separate lawyer, not a legal 
counsel of General Motors, but a separate lawyer, and he is as tough 
as anybody on just exactly what the letter of the bylaws is. 

Chairman Savronsrauy. Are there any further questions of Mr. 
Wilson ? 

(No response. ) 

Chairman Savronstrat.. The Chair hears none. 

Mr. Wilson, is there anything in this morning’s record that occurs 
to you, that you would wish to change in any way before it is typed 
and given out publicly ¢ 

Mr. Witson. There is a matter in the previous record that I would 
just like to present to you. 

As I said, | am an amateur at this business of testifying before a 
committee like this. 

Secretary Lovett, in trying to be helpful, warned me that an execu- 
tive session was not what it might seem to be. 

Gentlemen, I got so interested in what we were talking about, I sort 
of forgot that I was talking on the record a couple of times. 

I would have done much better if it had been a public hearing be 
cause I would have been conscious all the time of what I was doing. 

I made one reference—— 

(There was discussion off the record.) 

Chairman SavronstaLu. Are there any more questions? If not, 
Mr. Wilson, thank you very much. The committee will go into execu- 
tive session. 

Mr. Witson. One more thing. Can I release my part of the 
testimony / 
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Chairman Sarronstau.. The Chair would state on the record that 
it is the intention of the Chair, as he has stated, to release now on the 
orders of the committee the full testimony of Messrs. Wilson, Kyes, 
Stevens. Anderson, and Talbott. given to the committee on January 
15 and 16, and to release the testimony in transcript form of Mr. 
Wilson today, just as soon as it is typed, and that those will be released 
at the same time, the printed copies % and the transcript. 

Senator Russett. Mr. Chairman. if Mr. Wilson wants to release his 
statement himself, I think he should be privileged to do so. We have 
witnesses coming in here and bringing their statements, and we often 
let them, in the conclusion of their te ‘stimony, release their statements. 

Mr. Wutson. I just want to give the boys this. 

Chairman Savronsrauy. If there is no objection, Mr. Wilson may 
vive that statement immediately on going outside the door. Is there 
objection? The Chair hears none. 

The committee will go into executive session. 

(Whereupon, at 12:45 p. m., the committee retired into executive 
Session. ) 


AFTERNOON SESSION 


Present : Chairman Saltonstall, Senators Smith, Hendrickson, Case, 
Duff, Cooper, Russell, Byrd, Johnson, Kefauver, Hunt, Stennis. 

Chairman SavronsraLty. Mr. Wilson, after you left this morning, 
the committee began to discuss the situation which relates to your 
confirmation. I think the one principal question that was bothering 
them, on which we wish to get further information, is the question 
ot vour bonus stock. 

Now, as I told you over the ‘phone at the Wardman Park Hotel 
when I talked with you, I think many members of the committee fe lt 
that they would like to be assured in some way that that stock would 
be sold as well as—you have gone through the processes very frankly 
and at considerable persons al sacrifice—all your other stoc k. 

To put it bluntly, you have made yourse If 98 percent clear on this 
General cnr prob lem of selling stock. What we want to try to 
do is to clear up the other 2 2 pe reent. 

As you told me over the telephone, and I told these ladies and 
cventlemen what I understood you were willing to do was as follows: 

You were willing to turn over to a charity your preearned dividends 
on any stock that you might be entitled to receive as it came in to vou, 
and that you would be willing to turn over to charity—I wasn’t sure 
of this statement—your stock as it came in to you, or sell it promptly 
and turn the proceeds over to char ity. 

Mr. Witson. I said I would seil it promptly and turn over to 
charity any excess value. 

Chairman SALTONSTALL. That is correct. 

Mr. Witson. Over the present market. 

Chairman SaLronstauu. That is what you told me. 

Mr. Wuson. So that anything that might be done which would 
contribute to the earnings of General Motors, I wouldn’t get any of it. 

Chairman SarronsraLtL. We, who are down here, do understand 
some of that language. Now we would like to let you go just as soon 
as possible. That was my understanding. 

Mr. Witson. That is true, and I promised Senator Russell that I 
would make another effort to see what I could do. 
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Now, just as I was about to leave after you called me, I got the 
call back from New York. The legal counsel of the bonus and salary 
committee of General Motors that has this responsibility, after con- 
siderable discussion, said that he would be willing to recommend to 
the members—and there are five members of it, and he is the legal 
counsel: he is not counsel of General Motors: he’is a separate inde 
pendent attorney—he said he would be willing to recommend to the 
committee that the V immedi: itely exch: ange the stock that theoretic ally 
I will get someday, into cash at the present market. 

Now, if they did that, then this thing would be all cleared up. 

Senator Russeuu. I think that is preferable, Mr. Wilson, if you 
will permit me to interrupt vou. 

Mr. Witson. I can’t say they will vote for that, but I have vot the 
legal counsel’s word that he will recommend that to the committee. 

There is one more thing I thought about, and I don’t know that 
legally I could do it. M: aybe L will get myse lf into some other trou- 
ble, but I might be able to sell short the number of shares. Then, if 
the stock went up I would have to make it up personally, because | 
would have to deliver it to somebody someday, and the dividends 
or the dividend equivalents that 1 would get would have to be paid 
over to the people that bought the stock which I sold short. 

Now, I never was much inclined to that short-sale business. I auess 
I am sort of an optimist anyway, but that is one thing that has been 
pointed out to me that m: aybe I cou ; ldo, but I can’t tell you men today 
that I can do it because it might be illegal. It is, while I am presi- 
dent of General Motors, or have any relation with General Motors. I 
know that. I am not supposed to sel] stocks short, and | don’t know 
whether as secretary of Defense, I ought to sell stoek short in a 
company. 

You men might take the position, then, that I wouldn’t even give 
General Motors a fair break because I might be trying to help myself 
on the short sale. You have got me a little confused, but I will work 
at it. 

I just want to tell all of you I am going to do my very best to do 
what you men think I ought to do to completely qualify on this tech- 
lh) eal side. 

Now you still have a decision to make up your mind whether you 
want me or not. That is something different, but I will clear that 
technicality as very best I can. I am so far in now, one little thing 
more or less now is nothing. 

Chairman SauronsratL. Mr, Wilson, may I say this, and, perhaps, 
unless there are many questions we should let you go. You are will- 
ing to do one of these three things, pre ferab ly the second one, if the 
advice of legal counsel is taken by the committee. That would be the 
best thing to do. 

Mr. Witson. Preferably an immediate exchange of the stock into 
cash in General Motors 

Chairman SauronstraLu. Are there any questions of Mr. Wilson, 
who, the Chair hopes, has now clarified his position on this question 
which was the prine ipal question that was bothering the committee 
when they went into executive session / 

If not, thank you very much, sir, and thank you for coming down. 

Senator Henprickson. Mr. C lean L would like to ask Mr. Wil 
son this question : 
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I rather gathered from your testimony this morning that you 
rather anticipate at least the confirmation of these Under Secretaries, 
or Secretaries. 

Mr. Wurson. Well, I hope so, because naturally I think they are 
very capable, honest men who would do a fine job for our country, 
and I think we have the practical way of taking care of the difficulty 
after I have made my move and the authority I would have as Sec- 
retary of Defense. I think this will take care of it. 

Senator Henprickson. Of course, as I see it, we have, Mr. Wilson, to 
treat with your confirmation. 

Mr. Witson. Independent of that. 

Senator Henprickson. Independent of the other. 

Mr. Wirson. That is correct, but you asked me the question and I 
tried to answer it. The only reason I am down here is my hope 
that I can do something for my country. 

Senator Case. But you do understand that they are independent 
nominees as far as the committee is concerned. 

Mr. Wison. That is correct, and you men will have to appraise 
that in the interest of the country, and I would like to remind you 
of what I said. I would rather have an exceedingly competent 99 
percent man and take care of that 1 percent, than I would have a less 
capable man where I would have to worry about the whole business. 
I mean just exactly that. So, try to help me do it. I just make a little 
plea to you. 

Chairman Sauronsraty. The Chair thanks you, Mr. Wilson, and 
those names are not yet before us; and if and when those names 
come, you want to testify further, you may. 

Mr. Witson. I would prefer that you take them one at a time. 

Senator Keravuver. Mr. Chairman, does Mr. Wilson make it clear 
that even though they might not be confirmed or whatever may hap- 
pen to them, that his case is to stand on its own? 

Mr. Wurson. Well, my case has to stand on its own feet. I do not 
want to get into collective bargaining with you gentlemen. I am in 
enough trouble on my own. 

Chairman Sarronstatu. Thank you, sir. 

(Whereupon, at 3:15 p. m., the committee retired into executive 
session. The chairman subseque ‘ntly announced that the committee 
had unanimously voted to approve the nomination of Charles E. 
Wilson to be Secretary of Defense. ) 
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